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OTTCE IS HEREBY GIVEN. that the P 

A. NERSHIP lately existing bétwcen myself and Mr. James Wilham 
rons, ns Publie Auditors and Acconuntantx. has hoen DISSOLVED 
from the With August, RS, aml that all debts due by the late Bean ; 
be paid by ine, autat] debts due lo the hue firm will he received by 

waitalour, aud my receipt ulone will be a di ITO. + KR 

La JNO. H, TILLY, 

Vivtoria-buillings, Quven- Victorin-street, London. 


ESTATES AND BUSINESSES. | 
o Estublishal 1883. - DE 

PERIODICAL SALE OF REYERSIONS, ANNUITIES, 

. LIFE POLICIES, SHARES, ke, >. 
MH, MARSH, YETTS, & MILNER are 
Al preparing their printed partionlurs for the forthcoming Mout 
AUCTION, which is hyld the FIRST THURSDAY in every mont 
insure due publicity, purticulirs of Properties intended to bej 


in the next sale should be forwarded, without delay, to the 
wad Raversien Oltic k Cannon-street, London, 


ESSRS. MARSIT, YETTS, & 
REGISTER of LANDED ESTATES, Town 


poty of every description, is pu 
at the Anction, Land, and. Esty Gney Otti 5 


Found. securities of all 

veat the present time 

iately advanced upon ! 
and Reversion’ Ottices ` 


» & MILNJ 
access to large sums of Money ready to be g 
approved securities—Apply at the City 
stablished 1€43), 54, C: st 


Land Valuers, and Timber Survey Ore N 
BUYERS DESIROUS of .INVESTING 
Agricultural and residential owners of marketa 
ty effect advantageous sales, nre therefore invite 
~ticnlars, which when received. will be judicio 
ling purchasers free of any charye.—Addres 
yen, Land and Timber Surveyors, 54, Cannoni 


WURREY.—PLEASURBE FA 
$) BOX.—LEASE for SALE, romiual rei 
inutes from London, Brighton line; 37 acreg 
sidence; Inwn, garden, stabling for ten horses, ec d 
“uting, field sports; healthy neighbourhood. Tinmediate 
with or without furniture.Apply to Messrs. Mansu, 
Mixer, Lund and Estate Agents, 54, Cunnon-strect, di 








HWANKIILN,,. Isle of Wight. 
TTSPOSAL, owner having left the Island 
NCE, occupying u very choice posilio: 
i aded hy residences of the aristocrucy 
am. mication from: Ryde. Price £1,800.—-App at 
and Mrs, laned ard Estate Agents, 54, Cannon-s 
London, E Personally iuspested, ` i 


TE 





WUSSEX, 40 miles from London, 14 from Brighton.. ! 
LI FOR SALE, .287 acres of FREEHOLD LAND, at an agricultural’ -Í 


price, ina ving fence. Suudi residence, farm-house, expital buildings, 
cottages, park-like tuble-land, pune covert, delightful neighbourhood. . 
Price’ to nn immediate purehaser £13,000, timber by valuation. A’ 
splendid site for a superior residence.—-Addros¢ Mossrs. MARSH, YETTS, 
and MILNER, Laud and Tiuther Survayors, 54, Capnon-street, London. 


` Sé 


ENT, BECKENILAM.—A very choice Resi- 
West End. A superior mansion, with primeval forest surroundings, a 





‘most attractive park, and all the accessories of 2 fivat-class residence,’ 


the band very yapidly inereasirg in value. Price, timber gnd fixtures’ 
included, £26,0°0.—Apply to Messrs. Manse, YETTS, & MILNER, Land. 
und Timber Valuers, 5f, Cannon Strect, London, Personally inspected, 


dentin? Estate of 40 acres, 10 miles only by road from the City and ` 


¢__ Subscription, 
(Los 6d. ‘per-Annum., 


RI, LEASEILOLD INVESTMENT (93 wi. 
D, SIX WELT BUILT HOUSES at King's Cross, all let. 
wuts, and produciyg £172 perunnuum. Messrs. HARVEY 
ishopsyate Street (Cornhill, E.C.) y 


H p). To be SOLD, a first- 
D, containing nine bed anl three recep- 
ng nud conch-house, large flower and kitchen garden, 
all ahont 5 dere: 
Street (Cornhill E.C.) 


E BANK OF THE THAMES (86r).— 

ortubic FREEHOLD RESIDENCE to be LET or SULD, 

y situated in its own gronnda of DÄ acrea, und coutuining eiglit 

Bus, bath-room, three reception-rooms, with stubling and couch- 

a: ous HARVEY & DAVIDS, 126, Bishopsgute Street Corn- 
BI > g 


F 5 
BRIXTON. ROAD (53 3).—Desirable investment 
- in shop property, To be SOLD, FOUR CAPITAL SHOPS tall 
let), and producing a net income of £127 per aunum. .Price £1,100, 
Messrs. HARVEY & DAVIDS, 126, Bishopsgnta Street (Cornhill, E.C.) 
FOREST HILE (81 3).—To be SOLD, a well-built 
DETACHED FREEHOLD RESIDENCE, containing five Ved- 
rooms, buth-rvom, three reception-rooms, &e.; good garden. Messrs. 
HARVEY & DAVIDS, 126, Bishopsgate Stréet (Cornhill, E.C.) 
PREEHOLD GROUND RENT of £15 per annum 
to be SOLD, well secnred on property at FINCHLEY: Messrs. 
HARVEY & DAVIDS, 126, Bishopsgate Street (Cornhill, E.C.).—(75 B.) 
AGES.—SECURITIES REQUIRED 
1 FUNDS amounting together to £130,009. - Interest 
fi eme HARVEY & DAVIDS, 126, Bishopsgate 











.-OWNERS.—WANTED "to PUR- 
FREEHOLD ESTATE of from 1,000 to 3,000 acres. 
e if coal pbounded. Messrs. HARVEY & DAVIDS, 
eet (Cornhill, E.C.) ` i 
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A large Manunfacturing Business for 
Optical, Mathematical, and Scientific Instruments, 

ge profits, is for immediate disposal in conse- 
attention of the proprietor being otherwise 

shed concorn, and is principally occupied 
Bi scientific utility and continually increasing 


[SPERIAL HOTEL COMPANY, BLACKPOOL 
(LIMITED). A 8 
Capital, £40,000; in 8,0J0 Shares of £5 cich. S 
VICTORIA PIER-AND PROMENADE HOTEL 
COMPANY, SOUTHPORT (Limited), 
- Capital, £60,000 ; in 12,009 Shares of £5 enen. : 


QUEEN 'S THEATRE, MANCHESTER (Limited). 
Capital, £40,000; in 8,000 Shares of £5 each. 
NITED KINGDOM LAND AND BUILDING 
ASSOCIATION (LIMITED). 
Capital, £100,000 ; in 10,000 Shares of £10 each. 
Applications for Shares in the above Companics may Le made fo 
AS’ DEN and MARSHALL, Accountants, 33, Barton Arcade, Man- 
chester, 
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es hncratulictions it would seem, | 


are the order of the day. 

For one hundred years exactly 
-= “The Accountant’ has led the way. 

We convey to you our best wishes 

on this eventful day. 
Long may you prosper yi >U 

long may you reign 
and may your BE? so successful 

_ forever be the same. 





Dave tmp S oe limikè Designers of ciktinctive company 
literature, mc, corporate idenhtics and publicity Diese Dain 
-Alo Sand, london WAR ONS. aid Ce — Ode, 
N., 
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Our First Century 


{7 was without doubt a bold venture on the part of 
-1 Alfred Gee when, in October 1874, he launched the first 
issue of a new journal intended to raise the status of and 
enerally to benefit the profession of accounting. Express- 
in his first leading article the intention ‘to use all means 
make The Accountant in every respect the representative 
rgan of the entire profession’, he may well have hoped — 
ough he could hardly-have foreseen — that it would be 
ursuing the same objectives a hundred years later, and 
with the active participation of his lineal descendants. 

F He might, it is true, have recognized some of the prob- _ 
lems which today confront the profession and the com- 
munity. Neither then nor now could accountancy be 
regarded as a unified profession; the proper functions of an ' 





accountant were widely misunderstood and there was little | 4 
agreement between accountants on the scope of activities- , 


that might legitimately be combined. with. professional * 
practice. 
Animosity against the nascent profession possibly reached 
its peak in an outburst — quite extraordinary to modern 
-ears > by Mr Justice Quain at the Bristol Assizes of 1875; 
the learned judge deplored the loss of bankruptcy business ` 
from ‘gentlemen’ solicitors to ‘an ignorant set of men 
called accountants — one of the grossest abuses ever 
introduced into law’. Those, of course, were the days before 


compulsory audit clauses and universal taxation, when ` 


insolvency work bulked large in most professional practices, 
and the credit of any man seen in the company ' ‘of an 
accountant was automatically suspect. 

There was, too, something of a political crisis in 1874, 
though of modest enough proportions to modern eyes; the 
year saw a change of ministry, and strong protests’ in 
Parliament against the continued imposition of income tax. 

The Accountant, from the first, actively. endorsed Oe 
negotiations which led'in 1880 to the foundation of. The 
Institute of Chartéred Accountants in England and Wales — 
a body, by the way, of which this journal: was and is both 
financially and editorially independent. ‘Fhis independence 
was. asserted more than, once in Oe early-1880s by Robert 

_ Gee, brother of Alfred, who- as, The. Accountants second 
“editor criticized the Council of the new Institute for its 


The Recognized Weekly Journal for the Accountancy Profession throughout the World 


‘ieee of pails that were insufficiently demoon and 
for taking too narrow and exclusive a view of the interests 
of the profession as a whole. - 

It was tọ these illiberal policies that The Accountant 
‘attributed ‘the foundation of the Society: of Incorporated 


` Accountants and Auditors in 1885 — after which it must 


come as no surprise to learn that the Council of -the 


“Institute refused to co-operate in a circulation-building 


el 
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exercise, stating that i it did not, approve of the way: in which 


the paper was conducted: 


The congratulatory message from the current President, 5 
‘Mr Kenneth Sharp, T.D.; M.A., F.C.A., which appears on. 
another page, indicatés a happier ‘relationship today = 


though'it would be idle to pretend that his Council has not 


from time to time drawn’ the editorial fire, sometimes on. 
grounds not markedly dissimilar from those wee appas to 


have irritated Robert Gee! - . 
The decision to commit his resources to wel rather 
than monthly publication of. The Accountant was taken by 


Alfred Gee at the end of 1874 — a gratifying indication of 


the support attracted by the first three monthly issues. 
Since January 1875, the regular weekly sequence has only 


twice been broken: first, when restrictions on the use of 
fuel’ and’ power duting ‘Shinwell’s Winter’ ‘of 1946-47. 


precluded publication of The Accountant for- February 
22nd and. March rst, 1947; and secondly; the ‘enforced 
combination of our December 2oth and 27th issues in 1973 


. as a consequence of the three-day week. For too years, it 


has been our boast that, short of governmental intervention, 
The Accountant comes out. 

"` Intervention’ of another kind during the deod World 
War might easily have proved fatal tọ both the paper and 


its staff; the guarded references to ‘ enemy action’ and ‘great ` 
fs difficulties? which appeared in our issue: of October 19th, 

1940 betokened nothing less than the total destruction of . 
l the company’s offices and printing works'then at 6 Kirby 


Street, ECx. One unfortunate consequence was the loss of 


‘a ‘considerable number of irreplaceable photographs and 


_ other records from the paper’s earliest days — though by the 


courtesy and kindness of several readers we have. been able 
to re-create an almost.comiplete sequence of our volumes. 

. Random perusal of these volumes, down to the cataclysmic 
‘experience of the First World War, reveals an almost total 
‘preoccupation with professional : as opposed to public issues. 


Thus, for instance, the wreck of the Titanic —with appalling ' 
loss of life — passed unnoticed. save for a brief paragraph in 


our issue of May 25th, 1912, relating to the audit and dis- 


tribution of the Lord Mayor’s disaster fund. Substantially 


more space was given to the obituary notice of a provincial 


_ accountant, and to a special report on the accounts: of the 


Borough: of Pwllheli for 1910~11 (at which time the product 
of a penny rate within that borough was £55): Gast? 

The Accountant appears at first to have remained aloof 
from the advent of war itself; the.véry word is absent from 
the ‘list of contents on. August 8th, 1914, the first and 


second leading -articles respectively being devoted o ` 


‘Municipal Reserve’ Funds’ and “Trade Union Accounts’. 


` Our ‘Weekly Notes’ of the following week recorded a 
donation of 506. guineas by the Council of the English ` 


Institute to the Prince of Wales’ Relief Fund, and alluded 
to possible difficulties of companies holding their annual 


. Meetings under existing conditions in cénsequence of ‘the 


patriotic services of shareholders, directors, secretaries and 


. staffs’. 


On August 22nd, the Editor, AT one correspondent 


bi 
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that he saw no reason to anticipate aserious decrease inauu: q 


- work, nor any marked increase in the number of bankrup 
cies, as a result.of the war; and told another that the ` i 


should be ‘no occasion whatsoever ` for postponing ti: 
Institute’s examinations. “Busingss as usual? should, bethe 
motto all-round’. 

“In 1925, Lionel Gee— son of Robert, and a E of the 
founder — devoted a short leading article to the General 


` Strike, including the still-topical sentiment: “To be dividec 


against itself is the- greatest danger that can befall a nation, ' 
and it must be the earnest hope of all that the spirit of our 
ccmmon humanity will triumph over the sees which” 


* threaten the national life at. this hour.’ 


The next week. (May 1 sth, - 1926), apropos the PA 
meeting of the English Institute, there was editorial sorrow 
thet ‘so able-an address as that of the President’ should be 


dekvered at a time. when the, publicity it-deserves is un- 


likely to be obtained. .. . We have already expressed d 


‘view that the President. of Che: Institute of Chartere 


Accountants is as wéll qualified as any other public man 
express considered ‘and authoritative opinions on. affairs > 


national interest’. This,. too, is a.cry that has been hee | 
‘more recently. 


Tke President at this time was; in fact, none SE th: 
the [zte G. R. Freeman, whose long life of all but-98 yer 
so cksely paralleled our own.-Shortly before his death, ` 
completed what we believe to be a still unique record SS di 
Tears membership of the Institute. Ge 

On other pages of this issue we set out some of the notable 
dates in the history and’ development of the profession. It is. 
perheps unnecessary to dwell at great length on events that 
are still within living memory — the: developments ‘in 


‘accounting practice that followed the Royal Mail case ir. 


1931; the increasing international contacts; successful 


integration of the Society of Incorporated Accountants with 
-thé theé Chartered Institutes-in'1957; the still-unresolved 


integration controversy of 1968-70; or the. influence and: 
prospects of the UK accounting profession within the 
European Common‘Market., 

The history of The Accountant, ` we are glad nd proud to to 
think, has in large measure been the history of the profession 
itself. In the same way our future must depend upon our 
ability o reflect the development of the profession i in the 
coming years; for while the magic number ‘roo ‘may be 
a notab’e landmark, it is-no resting-place. In a world more 
complex than the pioneers could have-envisaged, some of 


„their aspirations, their hopes and fears, are still relevant 


today. 
A ‘developing See Jena i upoń its: literature for 
many things; to maintain and to enhance its. members’ 


` competence, to provide a forum and channel of communica- 


tion between members, and to represent that profession to 
the community at large. We are grateful to those leaders in 
many Beki who have felt able, on other pages, to acknowl- 
edge suck success as we have had in meeting this obligation, 
and to our international EE for their continued 
support. a 
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Lack of Consultation’ 


alleged at ICA Meeting 


Zeie Ge providing for a 
20 per cent increase in the English 
Institute’s scale of subscriptions were 
duly passed by the requisite majority 
at Chartered Accountants’ Hall last 
` Monday. A cynic might be tempted, 
however, to draw his own conclusions 
from the fact that the adverse vote on 
the first resolution — affecting all 
subscriptions other than the {1 re- 
_ ‘red members’ rate — was nearly 
` ouble that against resolutions 2 and 
‘ relating to entrance fees and prac- 
1 sing certificate fees respectively. 
Opening the meeting, the President 
(fr K. J. Sharp, T.D., M.A., F.C.A., said 
that there were few things a President 
psliked more than chairing a special 
, eeting for the purpose of increasing 

iembers’ subscriptions. In the present 
case, the Council’s request for an 
increase must rest on inflation, and 
inflation alone; it was not attempting 
to build up the Institute’s reserves to 
any specific figure. 

‘The object of the present pro- 
posals’, the President said, ‘is to 
increase subscriptions to make certain, 
so far as it is possible to make anything 
certain, that in 1975 our revenue will 
be sufficient to meet our current 
expenditure, and to ensure that our 
resources are sufficiently adequate and 
liquid to meet any unforeseen calls that 
may be made upon them. After very 
careful consideration, the Council has 
concluded that it would be irrespon- 
sible to plan in any other way. . . . 

“The Council is satisfied’, the Presi- 
dent went on, ‘that to effect reductions 
in expenditure would be inappropriate 
at a time when the Government and 
the public are placing increasing 
demands on the profession — demands 
which it is essential for us to meet.’ 

Just as the Consolidated Fund Bill 
traditionally allows MPs a wide 
choice of subjects for debate (as any 
activity involves spending money), so 
there were members at the meeting 
who seized the opportunity of ex- 
pressing their personal dissatisfaction 
with Institute policies. Prominent in 
this category was former Council 


member Mr T. J. Melville, A.C.A., 
F.T.L1., who alleged that he had been 
‘frozen off the Council’, and assessed 
the value of Institute services to the 
ordinary member at perhaps £5 a year. 

Addressing the President and his 
former Council colleagues, Mr Melville 
declared : ‘We get nothing direct from 
you. You consult the “top 1,000” com- 
panies and the CBI — but not us, the 
ordinary members’. A similar theme 
was pursued by Mr Terence Webb, 
A.C.A., who said that the Council only 
consulted members when it wanted 
money. 

‘I would willingly pay more for a 
more responsive Council and a more 
efficient secretariat’, Mr Webb con- 
cluded, ‘but I object to paying more 
for mediocrity’. With equal sincerity 
and rather better humour, Mr H. 
Newman, F.C.A., based his objection 
on ‘no taxation without explanation’. 
The present application, he thought, 
was far too hurried and seemed to 
treat the ordinary member with some 
element of contempt. 

Mr Halmer Hudson, F.C.A., re- 
minded the meeting that there was no 
such thing as ‘the Institute’ in ab- 
straction — but only its members and 
staff. Referring to the services of 
‘hundreds of unpaid members’ who 
participated in committee work and 
the preparation of Institute publica- 
tions, he urged the previous speakers 
to be less critical of the services which 
they received, and to ask instead 





For Against 

Resolution No. 1: 
Subscriptions 
(from January ist, 
1975, UK members 
with over five years’ 
membership {24 
(£20); under five 
years £19:20 (£16). 
Overseas members, 
over five years 
£1380 (sel: 
under five years £9 
(£7'50)- 

Resolution No. 2: 
Admission fee £25 


(£21) 


10,213 4,465 


12,040 2,637 






ther they were doing enough for — 
their Institute. Ween ake’ ts ES 

Mr Peter Pennington Legh, A.C.A. _ 
possibly recalling his own embarrass- _ 
ing discovery that the germ of a good 4 
idea is no automatic passport to com- ` 
mittee membership — claimed that he 
was one of the members who were — 
willing and anxious to do more for the 
Institute than they had been allowed _ 
to do; he had been rebuffed, he said. ` : 
Few members, he thought, would be ` 
against the amount of the subscription — 
if it could be justified in terms of ` 
services. But he saw insufficient evi- — 
dence of consultation with members, — 
and claimed that ‘accountability’ must — 
start at home. "E 

Responding to some of the poi 
raised in the debate, the Presiden 
stressed that the Council was a dedi- — 
cated body and in his view a respon- 
sive one. Approximately half of its — 
members had been elected directly — 
from district constituencies and this — 
proportion would increase. The deci- ` 
sion to run activities other than general 
membership administration on a self- ` 
financing basis, and the differential 
between practising and non-practising — 
members’ subscriptions, were both in ` 
accordance with the recommendations- 
of the 1970 special committee on future ` 
policy. aM 
The Council was conscious of the 
Institute’s role in society, and was 
convinced that significant economies 
could not be made in Institute 
expenditure without prejudicing the. 
profession and its members. SSC 

The meeting was lightly attended ` 
and barely 60 members remained to | 
record their votes in person. The | 
result of a poll (including proxy votes) / 
on the four resolutions was declared ` 


as follows: 





















For Against ` 
Resolution No. 3: d: S 
Practising certificate ely: 
fees 12,147 2,523 
(in practice in Cen- | 
tral London £12 E 
(£10); in UK out- "ës? 
side Central London Kees, 
£9 (£750); else- Sa 
where in UK £3-60 ps 
CS 
Resolution No. 4: 
allowing any amend- 
ments which may be 
required by the 
Privy Council 13,268 _ 1,396 
(Current rates shown in brackets.) 
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Chairman of the English Institute's 
“Younger Members’ working party 
Mr Arthur Green, F.C.A., Past-President 
the Liverpool Society of Chartered Ac- 
ntants and a partner in Thornton 
aker & Co. 


ed unopposed for a further six-year 


Computer Society 
Sing Ground 


"KOEMDERGHID of the British 
| EV f Computer Society showed an 
| encouraging increase during 1973—74, 
| and has now topped the 20,000 mark. 
| Included in this total are approxi- 
| mately 3,500 applicants who were able 
| to clim BCS membership on the 
» basis of seven years’ acceptable experi- 
enee or equivalent academic qualifi- 
| cations, prior to closing of the non- 
_ examination entry at the end of 1973 
| (The Accountant, June 7th, 1973). 
| Accounts of the Society for the year 
_ ended April 30th, 1974, show income 
| of £193,707 — £21,800 above the 
_ forecast figure — and a £56,000 surplus 
_ of income over expenditure. Increased 
membership income for 1974~75 has 
been budgeted at £50,000, and the 
` Society’s improved financial position 
“has made it possible to revive its 
_ quarterly Computer Bulletin. 
__ The statement of the BCS President, 
Mr Ray Barrington, F.c.a., F.C.M.A., 
F.I.M.C., F.B.C.S., singles out for men- 
tion the foundation by BCS, jointly 
with kindred societies in France, 
West Germany and Italy, of ‘European 
Co-operation in Informatics’ (ECI). 
This, said Mr Barrington, was an 
‘important development in BCS 
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foreign policy which would encourage 
close links between members of the 
main European computer societies; it 
was beneficial for national societies to 
achieve common objectives in con- 
cert. and the exchange of views made 
possible through membership of ECI 
would play its part. 


New FASB 
Appointment 


HE ‘trustees of the Financial 

Accounting Foundation in the 
United States have appointed Mr 
Oscar Gellein to membership of the 
Financial Accounting Standards Board. 
Announcing the appointment recently, 
Mr Marshall S. Armstrong, FASB 
chairman and a Past-President of the 
AICPA, described Mr Gellein’s record 
of service to the profession and the 
community as ‘second to none’. 

‘He will bring to the FASB a sharp, 
penetrating mind, seasoned by a 
broad base of practical experience. 
Speaking on behalf of all members of 
the FASB, I am certain he will serve 
this Board with great distinction.’ 

Now 63 years of age, Mr Gellein 
recently retired from the international 
accounting firm of Haskins and Sells, 
where he had been a partner since 
1953. Previously he had held pro- 
fessorships at Kansas State University 
and at the University of Denver. 

Appointing Mr Gellein initially to 
fill the vacancy created by the resigna- 
tion of Mr J. W. Queenan (The 
Accountant, August 29th), the trustees 
have also expressed their intention of 
renewing the appointment for a further 
full term of five years from October 


1975. 


Development Land 
Tax Summary 


MPLICATIONS of the Govern- 

ment’s White Paper on development 
land (Cmnd 5730) have been analysed 
in a nine-page summary prepared by 
the London accounting firm of Stoy, 
Hayward & Co for the use of their 
staff and clients. Some circumstances 
will result in a liability to development 
gains tax under the Finance Act 1974, 
others to the proposed development 
land tax; while it is perhaps charac- 
teristic of the present political scene 
that, in at least two alternative situ- 
ations, it is stated: ‘On the face of it, 









must be regarded as an area of major 
uncertainty’. 

Among the effects of the White 
Paper’s proposals on property de- 
velopers is likely to be an adverse 
cash flow, as development land tax will 
be payable on commencement of the 
development, whereas development 
gains tax is not payable until the 
development is sold or first let. The 
interest cost of the additional finance 
needed to pay the tax will force up the 
cost of the development. 

Nor is there likely to be significant 
dissent with the conclusion that “There 
is so much uncertainty surrounding 
the operation of the new developmen 
land tax that property developers will 
be reluctant to start new developments 
until further clarification is given. 7 
particular, it is not known what tax wil 
be payable where a building is com 
menced now but not completed unt: 
after the proposed legislation receiv 
the Royal assent.’ 

One of the Stoy Hayward partne, 
closely concerned in this production 13 
Mr Robert Maas, A.C.A., A.T.LI. — 
awarded a prize in our Centenary 
Competition for his paper on ‘Trends 
in Taxation’. 


Guidance Statement 
on Insolvencies 


LEE AFRICAN company |: 
requires an auditor who has reas- 
to believe that ‘a material irregulari , 
has taken place or is taking place 
which has caused or is likely to cause 
financial loss to the undertaking or to 
any of its members or creditors’ to 
notify the company’s directors in 
writing to that effect. If the situation 
is not redressed to his satisfaction 
within 30 days, the auditor must report 
to the Public Accountants’ and 
Auditors’ Board. 

The National Council of Chartered 
Accountants (SA) a short while ago 
issued a guidance statement (No. 8 in 
The South African Chartered Ac- 
countant’s Handbook) on ‘Trading 
when the liabilities of an undertaking 
exceed its assets’. While this state of 
affairs may well be a ‘material ir- 
regularity’ for the purposes of the 
legislation, it is pointed out that the 
additional criterion of ‘likelihood of 








financial loss” must also be satisfied in 

any case of prima facie insolvency. 
Among steps which directors might 
take to satisfy the auditor in a case of 
prima facie insolvency are suggested 
‘convincing proof’ that the under- 
taking is making profits sufficient to 
reverse the position within a reason- 
able period; conversion of loan moneys 
to share capital, or the injection of 
fresh capital; provision of an accept- 
able guarantee for the payment of 
liabilities; or the existence of a ‘back 
ranking’ or ‘subordination’ agreement 
by which one or more substantial 
creditors (usually, but not necessarily, 
also shareholders) accept a deferred 
status for their claims. 

National Council recommends that 
the existence of a back ranking 
agreement should be disclosed by way 
of note in the debtor company’s 

. accounts, and also — ‘where the sub- 
ordinated amount is material and 
there is inadequate provision for 

b ossible loss’ — in those of the creditor. 


Danish Trainee Accountants in London. A party of some 16 Danish student accounta 
recently visited Britain as guests of the London Chartered Accountant Students’ Society. T 
attended the Oxford Course commented upon in last week's issue, and their itinerary a 
included Chartered Accountants’ Hall and several London firms. Before returning to Denma 
last weekend, three of the party visited the offices of The Accountant and Gees Se 
Bookshop. Pictured here with the Editor, Mr Arthur E Webb, are (from left) Niels-Erik Ols 


Oie Bjerregaad and Vagn Bjerre. 


Accountants in the Election 


OMINATIONS for the General 
Election closed shortly before 
this issue of The Accountant went to 
wess. To date, 39 members of the 
crofession — slightly fewer than in 
“ebruary — have been identified as 
‘candidates, though the following list 
is not necessarily complete: 


*Joel Barnett, F.c.c.A. 
Heywood & Royton, Lab. 
į L. J. A. Bishop, F.c.a. 
., . Dover & Deal, Lab. 
G. H. Black, a.c.a. 
Liverpool Garston, Lib. 
Sydney Brewin, F.c.a. 
Havant & Waterloo, Lib. 
C. D. Cameron, C.A. 
Renfrewshire West, Scot. Nat. 
*W. G. H. Clark, F.c.c.a. 
Croydon South, Con. 
P. R. Coleby, F.c.a. 
Yarmouth, Lib. 
*J. A. Cope, A.C.A. 
Gloucestershire South, Con. 
B. S. Dare, B.Sc.(ECON.), F.C.A. 
Waltham Forest (Leyton), Con. 
*John Davies, M.B.E., F.C.A., J.DIP.M.A. 
Knutsford, Con. 
*G. H. Dodsworth, F.C.A. 
Hertfordshire South-West, Con. 


J. R. Dyson, B.A., A.C.A. 
Ince, Con. 
SA. M. Fletcher, CA. 
Edinburgh North, Con. 
C. J. Fox, B.SC.(ECON.), F.C.A. 
Guildford, Lib. 
*J. W. Gilbert, B.A., PH.D., C.A.(CANADA) 
Dudley East, Lab. 
J. E. Hamilton, F.c.a. 
Rushcliffe, Lib. 
M. W. Hirst, LL.B., C.A. 
Dunbartonshire Central, Con. 
Peter Holliday, B.COM., A.C.A. 
Warley East, Con. 
D. A. Jacobs, B.COM., F.C.A. 
Watford, Lib. 
G. A. Jeffs, A.C.A. 
Chichester, Lib. 
E. J. L. Koops, B.A., A.C.A. 
Wakefield, Con. 
*Bruce Millan, c.a. 
Glasgow Craigton, Lab. 
M. A. Minter, F.c.a. 
Lewisham East, Lib. 
G. D. Mitchell, a.c.c.a. 
Bromley (Beckenham), Lib. 
D. R. S. Moore, A.c.M.A. 
Rye, Lib. 
M. Mumford, M.A., B.COM., A.C.C.A. 
Lancaster, Lib. 


SC E. Parkinson, M.A., F.C.A. 
Hertfordshire South, Con. 
Christopher Sandy, A.C.A. 






Dorset South, Lib. R: d 
M. W. Sellors, A.C.A. za 
Rochdale, Nat. Front Eh, ` 
*M. N. Shaw, F.C.A. ; LC 
Scarborough, Con. Ze 
D. T. Shutt, a.c.a. "SEH 


Sowerby, Lib. 
C. M. K. Taylor, B.A., F.C.A. 
Kingston-upon-Hull, Con. 
*N. G. Trotter, B.COM., F.C.A. 
Tynemouth, Con. 
*R. S. Wainwright, M.A., F.C.A. 
Colne Valley, Lib. 
*John Wakeham, F.C.A. 
Maldon, Con. 
P. G. Watkins, M.A., F.C.A. 
Dorset North, Lib. 
N. A. L. Whitbread, A.C.A. 
Basingstoke, Lib. 
Gareth L. P. Wilson, A.C.A. 
Redbridge (Ilford N.), Lib. 
W. Wolfe, c.a. 
West Lothian, Scot. Nat. 


Over 2,200 nominations have been 
received for the 635 Parliamentary 
seats. It is hoped to publish details ` 
of any further candidatures from 
within the profession, as they become 
known, next week. "el 

An asterisk denotes membership of ? 





the previous Parliament. 





Discrimination Against 
Smaller Businesses 


-HE Labour Government has been 
HM degt of ‘discriminatory treat- 
ment of the self-employed business- 
man’ by Mr Patrick de Laszlo, 
Chairman of the Smaller Businesses 
Association. In the course of a recent 


u 


Es 


A Century Ago 
- The Accountant 


4 


cs DECEMBER, 1874 


Eegen | 


p Important Notice to Subscribers 


eg the increase in 
e size of the paper (from 16 to 24 
ages), the Editor has been obliged 
Mo omit a large quantity of matter, 
including original articles, and reports 
rom London and the provinces. This 
lack of space, when considered in 
connection with the very flattering 
amount of encouragement and sup- 
rt which THE ACCOUNTANT has 
received, has induced the Proprietor 
| to decide upon a further alteration, 
| the view to enhancing the value 
| and usefulness of the paper. This 
| ob ject, it is considered, would not be 
f attained by making the present 
| monthly paper still larger, but rather 
| by publishing more frequently, and 
| the Proprietor has therefore resolved 
8 o issue THE ACCOUNTANT weekly, 
| the alteration to commence with the 
j new year. 

‘A paper issued every Saturday will 
"possess a degree of importance and 
value which could not possibly be 
attained by a monthly organ, however 

| efficiently conducted. Opportunities 
| will thus be afforded for bringing 
important topics at once under the 
| notice of the profession; the Editor 







3 and to 
ring any abuses or e ee 
SC directly within the ken of the pro- 
sion generally; whilst the reports 


"possess more of interest and of prac- 
tical utility to accountants than when 
issued at intervals of a month. The 
Proprietor hopes that this will prove 
to be an important step towards one 
of the main objects for which the 
paper was started, viz., the ad- 
vancement of the interests of the 
profession of accountants throughout 
the United Kingdom. 


letter to Mrs Barbara Castle, Secretary 
of State for Social Services, Mr de 
Laszlo points out that the effect of 
introducing additional Class 4 national 
insurance contributions, coupled with 
increased NHI contributions generally 
in 1975-76, will be ‘to hit at the self- 


, employed, and to force the self- 


employed to finance employees and 
companies’. In the SBA view, he 
says, this is a direct attack on in- 
dividual enterprise. 

Taking into account the proposed 
weekly flat-rate contribution of £2-41 
for the self-employed, together with 
Class 4 contributions at 8 per cent 
on £2,000 (£3,600 less £1,600), in 
dividuals will have to find £285 per 
annum out of taxed income — equiva- 
lent at present rates of tax to £425 
gross — without qualifying in return 
for earnings-related benefit. This is 
seen as substantially less favourable 
than the scales of contribution and 
benefit proposed for persons em- 
ployed within the rules of PAYE. 





Milestone or Millstone ? 


ACCOUNTANTS tackling CPP ac- 
counting for the first time are 
likely to find the effort and difficulty 
‘far less than expected’. This, at least, , 
has been the experience of Price 
Waterhouse & Co, who are currently 
embarking on what is officially des- 
cribed as ‘a major training exercise on 
CPP for both their own and clients’ 
staff.’ 

A booklet prepared by the firm for 
internal distribution stresses that the 
objective of CPP accounting, as set out 
in the provisional standard SSAP7, is 
to superimpose on conventional ac- 
counts the effects of changes in the 
purchasing power of money. In parti- 
cular, CPP accounts do not indicate 
what the position would have been, 
had there been no inflation; nor do | 
successive restatements of assets in | 
CPP terms represent gains in ‘value’. 
The only gain that can arise under 
CPP accounting which does not së 





No Case for Nationalization 


a ise past record of Labour ad- 
ministrations in corporate inter- 
vention strategy and national economic 
planning ‘reveals a dangerous naivety 
to the complexities of management in a 
competitive world’, according to Dr 
Derek Channon, senior research fel- 
low in business policy at the Man- 
chester Business School. He cites as 
an example the fate of the 1964 
‘National Plan’ which, having been 
based without analysis on an assumed 
cumulative growth rate of 25 per cent 
by 1970, evolved in economic terms 
as ‘garbage in, garbage out’ and was 
quietly killed off by the crisis de- 
flationary policies introduced within 
weeks of the general election of 
March 1966. 

While it has been argued that the 
national interest requires strategic 
decisions of the largest private enter- 
prise corporations to be under the 
control of politicians, Dr Channon — 
in his booklet Strategy and Structure 
of Management in Private and State 
Industry — finds that the definition 
of the ‘national interest’ by Mr 
Anthony Wedgwood Benn and his 
colleagues is ambivalent and far from 
universally shared. Interventionist con- 


centration on the creation of narrow 
product-based corporations does not 
lead in practice to synergy or signi- 
ficant rationalization unless backed 
by competent management and ad- 
ministration; and the proposed ex- 
tensions of government intervention 
would involve the public sector in an 
area where it has no record of 
management skills at all. 

‘Issues such as social responsi- 
bility, corporate accountability, job 
security and enrichment and worker 
participation are clearly important 
issues, and worthy of pursuit in our 
society’, Dr Channon argues. ‘What 
is in question is whether State inter- 
vention is the method for achieving 
such goals. What is beyond question, 
however, is that none of these goals is 
attainable without an adequate overall 
economic performance by British in- 
dustry in a competitive world market 
place’. The policies proposed in the 
White Paper The Regeneration of 
British Industry (Cmnd, 5710, The 
Accountant, August 22nd) are seen as 
‘irrelevant and disastrous’. 

(Strategy and Structure of Man- 
agement in Private and State In- 
mg sik Aims of Industry, 20p). 
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Ge? conven sand SE is at 
the expense of lenders. 

The use of a single general index of 
CPP in preference to current (replace- 
ment) cost in published accounts is 
defended on the ground that ‘for the 


conventional accounts for changing 
money values — without having to 
re-educate accountants and users on 
quite new concepts of profit and 
maintenance of capital, and without 
introducing yet more uncertainties 
and subjective decisions’. 


The expressed aim of the booklet, 
which includes a reprint of the text 
of SSAP7 and a fully-worked example, ` 
is to assist in the establishment of ` 
CPP accounting as a ‘milestone’, 
rather than a ‘millstone’, for Ze 
profession. 


time being, the need is to adjust 





THIS IS MY LIFE 


Lost 
Opportunity 


by An Industrious Accountant 


VW: ourselves are nearing the century mark also, so I 
suggested to the directors — not for the first time — 
the desirability of a company history. 

We had masses of old photos, for example, to start with; 
directors top-hatted or uniformed on the boardroom wall; 
employees self-conscious in straw hats and buttoned boots 
on the annual picnic; or aproned and droopy-moustached 
beside delivery vans. What was vanishing was memory. 
Each passing year took toll of pensioners able to fill in the 
irreplaceable human details; delay would be disastrous. 

The deputy-chairman, still a snob, glanced at the faded 
photo of the stall in the covered bazaar and demurred. 
History to him, as it was to Henry Ford, is bunk. The 
managing director felt vaguely that our rise from a romantic- 
sounding little haberdashery shop to our present emporium 
deserved chronicling — apparently unaware that Mr Pickwick 
once insulted Mr Blotton, of Aldgate, by calling him a 
haberdasher. 

The chairman asked thoughtfully what should such a 
history contain; sales or buildings, dividends or staff or 
directors? 

A mixed bag, I said; he could take his pick. Our shelves 
held tall cloth-bound sales journals in copper-plate hand- 
writing, wages books needing — incredibly — only one cash 
column for a 62-hour week, and brass-locked minute books 
either tersely or voluminously written. Dog-eared balance 
sheets showed 15 per cent net profits on turnover in the 
range of £5,000 to £8,000 per annum in Edwardian days; 
the second chairman’s copy-pressed letter-book featured 
such rusty-inked sentiments as ‘Unless you discharge with 
promptitude the £11 13s 93d now overdue, my attorney 
will initiate remedial action to your probable discomfiture’. 

A diplomatic reference to preserving for posterity the 
achievements of various directors induced satisfied grunts 
and moderate acquiescence. 

Personally, I had my eye on accounting developments. 
Gone were the traditional four-foot-wide, multi-coloured 
purchase journals listing approved invoices for posting to 
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creditors’ accounts; I had saved two clerks’ time by posting 
from pre-packed invoices. As the second firm in our town 
to introduce punch-cards I had cut sales and stock report 
from ten days to one; my subsequent blunder in rejectin 
my number two’s plan for a debtors-dating el 
could perhaps be glossed over. Gs 

But where did we stop? What about the directors’ bonuses- 
in the pre-disclosure, pre-PAYE years which gutted the 
equally-unrevealed reserves? What about remuneration 
(would you believe five shillings weekly to girl assistants | in 
1912, or ten shillings to typists in 1932?); trade union de- 
mands; buying the corner block; the canteen poisoning 
case; the conveyor-belt fatal accident? Not to mention 
bonus share issues, the transport strike, the gro wing 
supermarket profits, pension scheme improvements, 
war-time restrictions, the auditors complaints abou 
inadequate stock controls, the dispute at the 63rd annual 
general meeting, the new fashions advertising, or the careers 
of our accounts department whizz-kids. Each of hongi 
topics could fill a fat chapter. 

The Chairman smiled benevolently around the table. ce 
suggest a brochure for customers, perhaps six pages or so 
with photos, charged to Christmas advertising’, he 
suggested; and agreement — except mine — was unanimous, 
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Mr Kenneth Sharp, T.D., M.A., 
_F.C.A., President of The Institute 
of Chartered Accountants in 
England and Wales 


E am delighted to have this opportunity 
G congratulate The Accountant on 
aching its centenary. 
Mam changes have taken place in the 
‘structure and work of the accountancy 
profession over the past 100 years, and 
T Accountant has played a major role 
„not only in recording but also through 
-its contributors and editorials in 
developing all the most significant 
thinking affecting accountants during 
_that period. 
_ Covering, as it does, all aspects of our 
work and activities it provides a sense 
of unity to the whole profession in the 
[Pritish Isles: we are extremely fortunate 
“to have an independent journal of the 
“calibre of The Accountant. 
liy best wishes for the next 100 years 
| of publication. 








Me Eric w. McDowell, F.C.A., 
President of The Institute of 
Chartered Accountants in Ireland 


EI 
As President of The Institute of 
Chartered Accountants in Ireland, I 
_ have great pleasure in congratulating 
-The Accountant on attaining its tooth 
birthday. Down its history it has 
_ recorded the events and developments 
in our profession. But The Accountant 
has never been content to be a mere 
chronicler. From its inception it has 
influenced thought and stimulated 
progress within the profession. 
‘To many generations of accountants, 


Messages of 


the journal has been the main source 
of news and communications. It is 
perhaps a tribute to it that in turn each 
of the main professional bodies 
recognized the value and importance 
to its own members of a regular 
journal. The Accountant, however, 
remains independent and maintains the 
high standards of presentation, 
objectivity and constructive comment 
that have now characterized it for a 
hundred years. 

We in Ireland have particular reason to 
be grateful to The Accountant; at one 
time its Irish Supplement rendered 
great service to our Institute and 
members. It is with great pleasure, 
therefore, that I send on behalf of all 
the members of my Institute, our 
congratulations to The Accountant on 
achieving its first century, and our best 
wishes for its continuing success in the 
years to come. 





Mr George H. Rees, F.C.C.A., 
F.C.I1.S., F.T.1.1., President of The 
Association of Certified 
Accountants 


It is a great pleasure, both to my 
colleagues on the Council and to myself 
to number ourselves amongst the many 
who at this time will be extending their 
congratulations and good wishes on 

the attainment of the centenary of 

The Accountant. 

Your position as an independent journal 
serving the profession is unique, and 
we would like you to know how very 
much we admire and appreciate your 
impartial and highly expert standard 

of reporting. 

We remember how good a friend the 
Association had in the late Ronald 
Staples whose name we still greatly 
honour. 





As you set out on your second century 
we look forward with pleasure to the 
advantage of receiving and perusing 
The Accountant for many years to 


come, 


Mr Denys E Edmonds, F.C.M.A., 
President of The Institute of Cost 
and Management Accountants 


“We have seen sundry strange things in 
this last century’, recorded historian H. 
Estienne’s World Wonders, in 1607. No 
doubt The Accountant could make the 
same claim on completing its first 
century of reporting and commenting 
on the accountancy profession. 

In those 100 years, there is no doubt 
that its six editors — including the 
present editor, Mr Arthur Webb — have 
followed the declared policy of working 
to raise the status of the profession, at 
home and abroad. 

The Accountant was, of course, founded 
by the Gee family when accountancy, 
if not disorganized, at least was not 
organized as we know it today. 

The Accountant provided the first forum 
for those pioneers who saw the need 
for regulation of the profession; it was, 
most probably, the catalyst which fused 
the early small bodies into one. It was, 
indeed, a pioneering journal for 
pioneers. 

One of its outstanding successes, of 
course, has been the Annual Awards to 
promote the improved presentation of 
company accounts, which it ‘fathered’ 
just 21 years ago at the ‘age’ of 79. It 
was lusty then and it still is. 

For these reasons and because it 
reports objectively and comments 
constructively, I offer my sincere 
congratulations and the wish that it may 
continue to flourish in the next 100 
years as it has in the last. 









Mr F. S. Grindrod, O.B.E., 
I.P.F.A., F.C.A., D.P.A., President 
of The Chartered Institute of 
Public Finance and Accountancy 


It is with pleasure that I tender my 
congratulations on The Accountant’s 
centenary celebrations, on behalf of 
The Chartered Institute of Public 
Finance and Accountancy. 

The accountancy profession, like other 
organizations, has need of a reliable 
forum, and The Accountant has fulfilled 
this function admirably. 

Eminently readable, the facts are 
presented with objectivity and to a 
consistently high standard. I am 
delighted that the wind of innovation 
and change so prevalent these days has 
not succeeded in sweeping away 
everything that is good and traditional. 
In fact, to resist this change one has to 
be good, and to survive for a hundred 
years one has to be very good. 

May The Accountant weather the next 
hundred years in equally fine style. 





Sir Stanley Morton, F.C.I.S., 
President of The Institute of 
Chartered Secretaries and 
Administrators 


On behalf of the Council and members 
of The Institute of Chartered 


Secretaries and Administrators, both in 
the United Kingdom and overseas, I 
send warmest greetings and good wishes 
to The Accountant on the occasion of 

its Centenary Year. 

The professions will always be crucial 

to the well-being of the nation, and 

The Accountant has the enviable 
reputation of being in the forefront of 
those journals which play an important 
part. It can be justly proud of the 
distinguished contribution it has 
rendered to the accountancy and 
kindred professions during the past 100 
years. The Editor and his staff have 
every reason to be well satisfied with the 
progress which has been made. 

The Institute of Chartered Secretaries 
and Administrators sincerely wishes 

The Accountant continued success 
during the next century. 





Sir Reginald Wilson, B.Com., 
C.A., M.Inst.M. 


The Accountant existed long before I 
was born and will doubtless exist for 
many generations after I am dead. But 
for over half a century it has kept me 
close company, and a considerable 
feeling of personal obligation to it has 
built up down the years. I am glad to 
thank it for the past and to wish it 
continued success in the future. 

A profession depends partly on the 
quality of the journals which serve it, 
and the steadiness of The Accountant, 
its selective good sense, its openness 
to fresh thought as distinct from 
band-waggoning, its stimulation of the 
best practice and its old-fashioned 
incorruptibility have contributed 
greatly to the advancement of the 
accounting profession in the United 
Kingdom and, indeed, in many 
countries overseas. We are all in its 
debt. 















Mr W. S. Risk, B.Com., C.A., 
F.C.M.A., J.Dip.M.A., President 
of The Institute of Chartered 
Accountants of Scotland 


It is with great pleasure that I send my 
greetings to The Accountant on the 
occasion of the centenary of its founding 
in October 1874. 
As the President of an ancient Institute, 
I am aware of the respect due to age 
but aware also that age of itself is n: 
virtue. Ai 
In your case it provides an opportunity 
to acknowledge that for 100 years 
The Accountant has served the 
profession honestly and well in the _ 
publication of courteous, objective, 
intelligent and informative articles, 
reports and comments and in the f 
accurate dissemination of knowledge Wed, 
and news. E 
The Accountant has deservedly "eg 
maintained its position as the 
authoritative weekly leader of 
the accountancy press in this 
country. : 
May it continue to do so for at least _ 
another century. 





Sir Ronald Irish, O.B.E., F.C.A. 
(Aust.), President of the Tenth ` 
International Congress of ~ 
Accountants 1972 


For one hundred years The Accountant — 
has faithfully recorded regularly and 

promptly matters of significance to the | 
accounting profession. Its influence has ` 
extended past the United Kingdom to ` — 
many other countries where subscribers ` — 
live and practise. I am one of the y 


teas 














` many years, sec 
I send to The Accountant warmest 
congratulations on the centenary, an 
achievement which very few publications 
in the world can claim. I hope, too, that 

-The Accountant will continue to enjoy 
the great respect and readership of so 
many people involved in the profession 
today. 

From personal experience in the 

Tenth International Congress of 

_ Accountants (1972), I am well aware of 
_the energy and money the publication 

pee provided in giving up-to-the- 

_ minute coverage of important professional 

| matters. It is no wonder that it has now 

‘achieved a century of publication. 


Mr E. H. S. Singleton, President 
of The Law Society 


[ was delighted to hear that the 
Bee of The Accountant in October 
1874 is being celebrated this year. 
| Tt is a publication which is very 
i helpful to all of us and I send you 
_ congratulations and best wishes from 
“The Law Society. 








r Samuel A. Derieux, C.P.A., 
Chairman of the Board, American 
_ Institute of Certified Public 
Accountants 


‘No profession could fulfil its 

obligations properly in the absence of 
high quality literature. Professional 
publications are essential if the members 
of the profession are to maintain their 
competence and keep abreast of current 





evelopments. Publications also help — 
those outside the profession to gain a 
better understanding of the profession 
and thus use the services of its members 
more effectively. 

Members of the accounting profession 
around the world are indebted to 

The Accountant for its century of 
contributions to accounting literature. 
Since it is read throughout the world, 

it has brought about a better 
understanding among the nations. Such 
an understanding becomes more and 
more important as accounting becomes 
increasingly international. 

On behalf of the members of the 
American Institute of Certified Public 
Accountants, it is my pleasure to bring 
greetings to the staff of The Accountant 
and to express our sincere thanks to all 
of those whose efforts have made it a 
superior publication. I am convinced 
that the years just ahead will be years 
of dramatic growth for our profession 
and will test our capacity for progress. 
The Accountant can take pride in its 
past accomplishments and will, no 
doubt, continue its tradition of quality 
and contribute to the accounting 
profession’s ability to meet the challenges 
of the future. 





Mr E. A. Craig, F.C.A.(N.Z.), 


President of The New Zealand 
Society of Accountants 


As President of the New Zealand 
Society of Accountants, I am honoured 
to convey the warm congratulations of 
the Council and members of the Society 
to The Accountant on this, its 
hundredth anniversary of publication. 
Truly ‘the recognized weekly journal 
for the accountancy profession 
throughout the world’, in its promotion 
of accounting and education standards 
over the last century, The Accountant 
has set an enviable standard of 
professional journalism and contributed 
significantly to the international grewth 
and standing of our profession. 

As a source of reference and authority, 
your journal is held in unrivalled 
esteem by accountants in New Zealand 
who, I am sure, will wish to be 





goodwill. The centenary of ` 
The Accountant is a milestone in the 


history of our profession. I offer 
my sincere best wishes on this 
achievement. 





Sir Ronald Leach, C.B.E., F.C.A., 
Chairman of the Accounting 
Standards Steering Committee 


Congratulations to The Accountant in 
its Centenary Year. 

Your journal is a pillar of the 
accountancy profession and I have been 
a reader for 47 years! 

The Accountant is always fair and 
impartial in its news reporting and in 
both its praise and criticism. I have 
particularly appreciated the support 
and encouragement given to the 
Accounting Standards Steering 
Committee since its inception. 

All good wishes for the future. 





Mr L. Dudley Morse, F.C.A., 
President of The Chartered 
Accountant Students’ 
Society of London 


The scoring of a century in any activity 
is worthy of applause and such 
appreciation is particularly appropriate 
on the occasion of The Accountant's 
rooth birthday. 

Your journal has nobly served the 
accounting profession throughout that 
period, not least in the student field, 
and as CASSL President I send you 
our heartiest congratulations. Many 
Happy Returns! 
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béi A Century of Professional 


-Development 


New Horizons for the Accountant 


r 


; SS Dr KENNETH F. BYRD.. M.A., B.Se.(Econ.), F.C.A. 


` 8 ei i ` The Emeritus Ee of Accountancy at McGill University, a EEN 
i i ‘accountant since 1927, reviews some of the developments in accounting 
; education, literature and principias. over the past century. 


| erm. copying in the past Too-years has made the leap 
from the smudged and barely deécipherable single copies. 
of the hand-manipulated wet press to the multiple perfect 
copies of today’s Xerox. While, in the.same period, the 


changes in accounting education. have been less spectacular, ` ` 
the break.with the Victorian age of the profession’s birth - 
has been almost.complete in methods of education, if not ` 


in the basic principles of those early days. Yet this state-\ 
ment ‘could hardly have been’ made ten years ago, particu-. 
larly of accounting education in England and Wales. . ` 


Early training 


In the early twenties in Britain, the late Ernest Evan 
Spicer, co-author of the foremost accounting and auditing 
téxtbooks, was advocating a university degree as the proper 
educational standard for entry to the profession, but-his was 


a voice crying in the wilderness. On ‘both sides of the 
Atlantic, the generally accepted standard was high. school `- 
_leaving or equivalent, and the means of preparation for : 


qualification was correspondence tuition. Part-time lectures 


were available in some universities — indeed, Scotland had a. ` 


‘long tradition of association with the universities — and the 
provinces of Natal in South Africa, and Quebec - in- 
Canada, already differed from the other provinces in their. 


preference for university’ training. In general, however, ` 


correspondence courses were favoured. -As recently as 


19611, the English Institute’s Committee on Eduéation and . 


Training found that the student was required: - 


_ sional work, and to use his own brain to puzzle things out 
without having to rely substantially on other people to‘ 
explain them for him. Later in his professional career he will 


find many problems to which he will have to find the: answers ` 
. the examination studies | 
should not cut too, deeply into the time available for profes* | 
sional work and should in large part Continue to, be concurrent : 
. the initiative for ‘acquiring the - 


all by himself. For those reasons . 


with that work, and . 
knowledge and developing the powers of thought and 
expression should remain largely with. the student... We 


are looking to the future, and in the future we hope it is the - 


more mature candidate for whom we:shall be catering.’ 


Report of the Committee on Education and. Training (the -Parker 
Committee), p. 57, para. 141. (Institute of Chartered Accountants in , 
England and Wales, Kos? The Accountant, May 6th, 1961. 8 


H 


- This statement should be shidied 1 carefully for it ex- 
presses the. philosophy which found: general support for 
correspondence training, throughout the . Profession, for ` 
nearly a century. 

There were always a few outstanding. individuals within 
the profession whose views were more liberal. Before the 
19408 the late F. R. M. de Paula, a well-known practitioner 
in Britain, was advocating 50 per cent full-time study in the 


, universities and 50 per cent full-time training in the pro- 
. fession as the desirable aim for- -accounting education. Today 


this ideal ‘is. close to being attainable in North America, 


~ „though part-time tuition is still the normal rule. . 


_ In England and Wales the preponderance of corre- 
spondence tuition’ is rapidly diminishing and chairs of. 


‘accounting arë spreading within the universities. The 


normal. requirement for entry; in North “America, ‘as a 
student-in-training, is now the, ‘university degree and, 
throughout the world, the accounting profession is looking 
to the ‘universities for the general education of students 
entering the profession and for their professional. training. 
This hard-won victory has been finally. decided by our 
entry into the computer age. In the mathematics of manage- 
ment alone the boundaries of. knowledge have been ex- 


“tended. so far, within a single decade, that the qualified 
‘ accountant dare not neglect this subject. 


During the last quarter of the roth century, ‘the tradi- 


‘tional hold’ of accountants on bankruptcy work gradually 


weakened, and professional ethics EE as their 


. to study when already preoccupied and fatigued by profes- e intereste: Droidened, W l E 


' Professiorial ethics E 


The status of ‘accountancy as a preteen fe been 
assured in Britain, ‘probably througout the present 
century. The long tradition of professional ethics meant 
that such features of the world of commerce as competitive 
bidding were unheard-of mn the accountancy profession. 
This can hardly be said of accountancy in the United 
States where, as late as the 1950s, certified public account- 


‘ants had to fight for government recognition as members of a 
. profession. Even today the rule against advertising means that 


the North American ‘professional card’ would not be allowed 
_in Britain, though there are some. signs-of change. 
_ There were other, less sordid, SS which no professional 


"E 
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‘dccountant, the ond over, was allowed to ge in ee days 
of the past. Thus he-must never make a public forecast of 
‘future profits even for prospectus purposes; this would be 
a departure from his much-vaunted reputation for ‘accur- 
acy’, which would be. damaged by any great discrepancy 
"between forecast and later facts. Every.accounting student, 

„almost down’ to’ the present ‘day, bas had this precept 
drummed into him.. ` 

: The need for ‘accuracy’ meant also, in those days, that 
ee the accountant would fight with his back to the wall rather 

than have a single penny omitted from a balance sheet on 
which he had to give an opinion. Sirice then we have seen 
him fighting a losing battle, through the stages of rounding 
_to.a £ and, gradually, to tens, hundreds, thousands and ` 
even tens of thousands of £s, with emphasis on pre- 
‘senting a fair view of the financial position and enabling 
the wood to be distinguished from the trees. Only today, 
however, are we beginning to realize that we may have to 
abandon our refusal to forecast future profits. ` - 

_ In the 40 years since the passing of the Securities Acts 
` and the formation of the Securities and Exchange Comis- 
‘sion in the United States, the accountancy profession in 
that country has leapt to the fore in professional publica- 
tions and research: Yet,; apparently, ‘in the 1920s it was 
possible for professional accountants in the United States 
to give certificates which amounted to, guarantees of the 
financial position, through omission of the qualifying 
`" words ‘in our opinion’. ‘This would: never have. been 
possible in Britain, and it is a sign of the’ relative. youth of | 
the profession in the United States. 

There is surely some connection between professional 
quality and the knowledge of ‘the’ profession’s case law 
accumulated down the years. A typical feature of Britain’s | 
auditing textbooks has always been the appendix contain- ` 


ing résumés of the main legal cases, and the constant illus- ` 


"trative references to these woven into the text. The writer 
is convinced that this is an essentially sound and proper ` 
feature for the study of aùditing and the inculcation of the 

` best professional practice, yet it seems never to have been a 
recognised, feature of the teaching of aug) in the United 

- States or in Canada. 

` In1954, it is true, Saul Levy wrote an  exéellent. pioneer 

` book, Accountants’ Legal Responsibility, and was chairman 

of a ‘special, committee set up by: the. American Institute 

. to study this subject. This was a very ‘readable book, much 

easier for students than-R. W. V. Dickerson’s ponderous : 

tome on Accountants and the Law of Negligence, published 
`- by the Canadian Institute in Gg 


Value of case law 


What is wanted is teachers who: know their c case law so’ 
well that they can use it by constant reference to illustrate- 
and, indeed, to. enliven their lectures. In: Britain, R. v. 
Kylsant (the Royal Mail Steam Packet: case) (1931) and; in 
` the USA the McKesson & Robbins fraud (1938) are excellent 
examples of cases that have radically changed auditing 
practice in the two countries, and they can be made en- 
` thrallingly interesting to students. In the former, at a time 
when the UK Companies Act 1929 had, for the first time, ` 
< required publication of a profit and loss account, it was . 
. discovered that losses had ‘for years been converted into ; 
_ apparent profits by transfers from reserves built up during 
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thé First World War, with no proper vodne to reveal the.. 
fact. Tae auditor. was. exonerated, but the lesson for all. 
future zuditors was obvious. From the same case the student 
may be impressed.with the need for careful wording when — 


‘he learns. that the chairman, Lord Kylsant, ‘received a .. 


prison sentence for‘issuing a prospectus ‘false in a material _ 
particu. ar’, even though every word of it was true. It was 


the ‘eccnomy of truth’ that made the difference. 


. McKesson © Robbins; with its non-existent warehouses 
in Montreal, and the interconnected tanks of the: Salad Oil 
case, containing mostly. seawater, offer serious warnings for ` 


‘inventory verification. In these days of the mounting flood - 
‘from. Fale Express, BarChris, Atlantic Acceptance and, 


above all, the criminal findings of Continental Vending, 
there can be no doubt that the RE student has much 


-to learn. from case law. 


Gores idated Ster 


Looking back to the financial accounting of even fifty 
years ago, it may be hard to believe that — certainly before 
1928 — zhe problem of the consolidated: accounts of holding 
and subsidiary companies was. simply non-existent.? About 
then this problem, so common today, began to appear in 


"the examination papers before being ‘dealt with i in the 'text- ° 
books,.and the teacher had to devise his own approach to it. . 


It was essentially a simple question of first calculating, 


- in a separate schedule, the difference between the cost to the 


holding company and its equity in the subsidiary, based on 
the subsidiary’s balance sheet as at the date of acquisition. 
Consolidation was then easy, at any later date, provided the 
minority interest was logically calculated and the holding ` 


‘compary’s consolidated retained: earnings inchided the 


subsidiary’s earnings only to the extent of the holding 
compary’s share of differéiices sirice acquisition.’ 

Two or three schedules are all that is necessary for these 
calculations, and to the present writer it has always seemied ` 
that the typical North American textbook approach with its 
columnar worksheets, based on what is done-in: practice 
under r.on-examination conditions, tends to make a moun- 
tain ou: of a molehill and strike unnecessary terror into the: 
hearts of students. oS 

Of course, all this was long before the invention, of the. ' 

‘pooling: of interests’ heresy in the late 1940s. Logic bad 
shown that, in a purchase, none of the subsidiary’s profits 
or reserves, up to the datt of the business combination, , 
might de included ‘in the controlling interest in the con-` 
solidated retained ‘earnings: But, with the concept of con- 
tinuity instead of acquisition, this rule disappeared and, for 


„20 years, in the USA the vast preponderance of busiñéss 


combirations were accounted for as ‘poolings, regardless, | 
only tod often, of any question. of genuine continuity. 
‘Pool-ng meant that the pooled combine started life with | 


. instant earnings, with assets at or below their historical cost 


to the former companies, and without any capitalisation of 


_ goodwill effectively paid for at thé:time of combination. ` 


Lower depreciation or amortisation provision thus helped: 
management achieve at least the semblance of eo 
profits needed to justify the combination. 

In Lecounting Research Study No. 5, Professor A. DR 


2 But see The Accountant for: Deceniber* 21st, 1972, for an appreciation ` 
of the pioneer work in this Geld: of Sir- Gilbert Garnsey, K.B.E., F.C.A., 
in 1922-23. 
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l Wyatt stated that the e of at least aui earnings 
per share after the combination ‘was, throughout. his re- 


searches, cited as a sine qua non of effecting the combination;., - 


-hence.the organized opposition of Che Financial Executives 
Institute to the apparent original intention of the American’ 


Institute to prohibit pooling in general. In the event, APB 
Opinion No. 16, published'in 1970, actually required pool- ` 
ing of interests accounting, in certain specified circum- 
stances ~ surely the most outstanding case of the triumph 


of expediency. over. accounting principles. It seems in- 
„credible that, in 1971, the Accounting Standards Steering 


Committee issued Exposure. Draft No. 3 (The Accountant, 
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. February 4th, 1971) which would, for the first time, have S 


legalised pooling of interests accounting in Britain. 


_ The great need of the accounting profession today’ is to. 


accept and assert absolute responsibility for accounting 


principles, against all, the dictates of expediéncy. To 
achieve this it must rise in status, not claiming or acknowl-- ` 


edging that the’ published financial statements are those of 
management but accepting primary responsibility for them. 
We have'been told from the beginnings of our profession 


` that the published accounts are management’s and that our ` 


task is to. see. whether they conform to accounting principles 


‘selected by management from’ possible alternatives. This ~ 
places the profession in an inferior position, in the. eyes of. 


management, and they. do not, in general, look to us for 


advice. The first essential to our rise in status is acceptance . 


of the fullest responsibility for the financial statements and 
refusal to bend ‘accounting’ principles in the interests of 
expediency, under any circumstances whatever. 


changed during the last 100 years? There has,.in fact, not 
been- much development, in ‘spite of. the. professional 


bulletins, handbooks and opinions. For the most part the. 


accounting student is still being taught, basically, KE be 
was ee in the early years of the ony 


Need for consistency . ve 


We strongly emphasize the need for consistency and we 


have developed. the matching principle to a point where 
some of us think its application is excessive, if tax allocation 
results solely from a difference between capital cost allow- 


ance for income tax and: the ‘depreciation charge in the. 


books. We have spelled out- the details-to be published in 
the income statement and have paid great attention tò the 
publication of earnings per share, but we have made little 
advance towards a more accurate determination of current 


profit, with a distinction between profits truly earned in the: 
`. 1969, the Accounting Principles Board of the American ! 


current period and those realized i in this perwa but earned, 
` by change in value, in the past.’ 

From the earliest days of the profession in’ Britain’s 
Victorian age, our sheet anchor has been historical cost and 
the realization concept, by which we have ignored value 
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E. O.. Edwards and P. W. Bell, in their important The 
Theory and Measurement of Business Income (University of 
California Press, 1964) used accounting techniques to pro- 
vide, in separate sections of one income statement: 
(1) current operating profit, based on current costs of inputs; 
(2) total realized profit, including holding gai accrued i in 
the current or earlier periods; and. - 


Gi total realizable profit, including all holding gains based. aie 
current values, realized or unrealized. 


The aim is to provide the information required for. 
different purposes — by management for decisions as to'the 
future, by sharehclders, to evaluate management, by 
creditors, financial analysts, etc. Professor Sidney Davidson, 
of the University of Chicago, foresees. that we shall have 
financial ‘reports dealing ‘with current values by the end of 


‘the 19708. 


Accounting for inflation 


“Accounting for inflation is a problem quite distinct from 


H 


current value‘ accounting. Over 20 years ago, Maurice 


Peloubet, one of the foremost practising accountants in the 
United States, published, in The Journal of Accountancy for 
December 1953, his scathing ‘Indictment of the Profession 
for F ailing to Deal with Effects of Inflation’. He called 
‘preposterous’ the basic assumption in accounting, that the 
monetary unit does not change in value. ‘In 1936, far ahead 
of his time, Henry. W. Sweeney in “Stabilized Accounting 
(Harper & Bros), used a general purchasing power index to 


` segregate inflation profit in the accounts, on a ‘double entry 
As to accounting principles themselves, how have these ` 


basis, but no serious consideration was given to this. 

In 1952 a committee of accountants, economists, bankers 
and, businessmen, under the chairmanship. of George O. 
May, published the results of an investigation financed 


` jointly by the American Institute of Accountants and. the 


Rockefeller Foundation. In. Changing Concepts of Business 
Income (Macmillan, New York), it recommended that cor- 
porations be encouraged ‘to furnish information that will 


‘facilitate the determination of income measured in units of 


approximately equal purchasing power’. For the accounting 
profession what was most significant was that the informa- 
‘tion was to be ‘part of the material upon which the inde- 
pendent auditor expresses his opinion’. 


Yet this recommendation seems to have been little heeded . ° 


` by the profession or by most accounting educators, though 


increases. until they are realized by sale, büt have: con- | 


servatively tended to anticipate losses not ae realized from 
value decreases. 

Today the realization concept is being challenged within 
the profession as never before. Dr Howard Ross, a Past- 
President of both the Canadian and Quebec Institutes and 
with wide experience in both the practising and academic 
fields, published in 1969, his Financial Statements:, A 


Crusade for Current Values (Sir Isaac. Pitman (anaa 


the American Accounting Association’s recommendation - 
for using a general price index, in Price Level: Changes and 
Financial Statements, appeared in 1951. At last, however, in 


Institute recommended, in its Statement No. 3, the use of a 


‘general index, the’ implicit ` price deflator of the gross 
_national product, 


to’ segregate inflation _ Profits in 
supplementary financial statements. 
In Canada there has’ been no such development, for in : 


_- Current Value Accounting and Pricé-Level Statements 
. (Canadian Institute. of“ Chartered ` Accountants, 
‘Dr LS Rosen urged the Canadian. Research’ Committee 


1972), 


not to pursue further the reporting of price-level restated 
historic costs, on the grounds that the American Institute’s 
research, in this direction. had so far had no noticeable 


impact op. practice. But if little corrective action bas been 


Kee this, surely. means, if the precepti are clearly cortect, 
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` that they should be anriounced. with ever-increasing con- 
` viction. 


‘Britain is the first English-speaking country to ‘take 


-formal-corréctive action. In September 1971 the Account- ` 


ing Standards Steering Committee (ASSC), acting for the 
recognized professional bodies in Britain, issued its state- 
‘ment Inflation in Accounts for nationwide discussion, 


followed in’ ' January 1973 by the exposure draft ED8. 


(The Accountant, September 2nd, 1971, and January 18th, 
1973). Finally, spurred on by rampant’ inflation, the 


ASSC published provisional Statement of Standard’ 


Accounting Practice, SSAP 7, Accounting for Changes. in 


_ the Purchasing Power d Money (The. Accountant, Mag 


The method of conversion ‘adopted i is current purchasing 


power (CPP), aimed at ‘removing the distorting effects of - 
changes in the general purchasing power of money: on ` 


‘accounts prepared in accordance with established practice’. 


All listed companies are expected to present to their share- ` 


‘holders, in addition to" the conventional ‘statements, 
` supplementary financial statements converted by. use of a 
general purchasing power index. The statement is pro- 
visional only pending the long-expected report of the 


Sandilands Committee, appointed by the Government. ` 


‘The index favoured, for periods since its introduction i in 
1962, is that of retail prices (RPI). 

Thus, for the first time in the English-speaking world, a 
professional body has ‘provided for publication of financial 
statements which will reflect, in determining profit or loss, 
the loss o gain which - results, respectively, from holding 
monetary assets or from borrowing, during a time of 
inflation. These and all other conversion adjustments dre 
reflected within the equity to convert the investment of 


common shareholders to the current purchasing power in. 
which they are primarily interested. These are the essential ` 


advantages of using the CPP index. 

Elimination of inflationary ‘profits’ has long been an 
“urgent necessity to discourage trade’ unions from çon- 
stantly striking for a larger share. Finally, now that the 


accounting profession has itself taken action, it may be ` 


hoped that the tax authorities will ultimately accept the 


gross inequity o taxing inflation; while they.would need to- 


recover tax to compensate for the reduction in taxed 
profits, the incidence of the recovery would be much more 
equitable than it is at present.. 

CPP-converted accounts: are ‘already heing published, 
revealing such extraordinary items as the Rank Organiza- 
tion’s £16 million extra profit for 1973 through its high 


gearing (The Accountant, March 14th). We can expect 


many such revelations i in the future. 


DH 


Accounting for current values 


CPP conversion has obvious limitations. Iti ignores. changes 
in value through fashion, environment, and such other 
` influences, and the CPP-converted balance sheet will be po 
true reflection of the'current financial position. Conversion 
to current values would mean abandoning not only: his- 
torical cost — still’ the sheet-anchor of CPP conversion — 
but also. our insistence on accounting only for realized 
profits, though within, the equity distinction would ‘still 


certainly be ‘made between realized and unrealized profits. ` 


- There would be problems of valuation, whether in the 
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hang STEE (replacement omy: or: the SA market 
(net realizable value), or independent revaluation where: 
there is no market. . S 
-The Society of Investment Analysts favours replacement 
cost (Tke Accountant, May 16th) long used successfully by 
the Philips Company i in Holland, not only in its published 


‘accounts but in its books, Current value ECH will 


surely come sooner or later. . 

. With all the emphasis on current valis, it is clear that 
today’s professional accountant must’ qualify himself to 
make sound subjective estimates of current values and 
future trends. His knowledge of mathematics — the calculus, 


linear. algebra, matrix algebra — will have to be much greater . f 


than at present, and the trend in examinations will be in this. 
direction. Until now, however, he has made little use even 
of the discounting of revenues to arrive at present values. 

In Commercial Goodwill (Gee & .Co), the late P D 


_ Leake wrote a standard textbook; fifty years or -more ago, ) 


which fully explored and illustrated the valuation of good- ` 
will as the present value of a stream of ‘super-profits’, dis- 
counted at a-rate of interest commensurate with the risk. 
There has never been. ang excuse for regarding goodwill as 
a ‘nothing’ because of its intangibility, in spite of the income 
tax autnorities. For deceased estate purposes, the 
accountant has had to value goodwill, and he should be 
equally prepared and qualified to value it E SE of a 


.current value balance sheet. 


Growing trend 


In the past few years there has been a gtowing ‘Wend in, 
favour of including in-the balance sheet the: asset and 
correspoading liability resulting from a long-term rental 
agreement. This means calculating the present value of the 
stream o" future rental payments, using a rate of interest ' 


determined subjectively by the economic circumstances of © 
the times. Again, for some years we have been hearing of the . ` 


researches of professors.at ‘the University of Michigan in 
accounting for the human resources represented by mana- 
gers in the RG Barry Corporation of Columbus, Ohio. 

Countless articles have been written on this subject and it - 


-has entered the professional accounting ‘examination papers. 


These are more than straws in the wind. Theyare evidences 
of growth in the demands of the-accounting profession on 


. the imagination of its. members. Our needs are today inter- 


national end, through the International Study Group of the 


` Americar, Canadian and British Institutes, comparative 


investigation’ of principles and practices throughout the 

English-soeaking world is widening our horizons. | i 
More recently the International Accoùnting Standards 

Committee has.been formally constituted (The Accountant, 


- July sth, 1973), representing 16 accounting bodies from . ` 


four continents. It isa branch of the International Co- 


„ordination Committee for the Accountancy Profession 


but will issue, in its.own right, exposure drafts and inter- 
national standards for the profession, 

In the complex international world of today, accounting 
and auditing skills face the challenges of a computer age . 
and all the fantastic possibilities.of electronic data pro- 
cessing. For, the century ahead, imaginative foresight and 
adaptation of professional skills will be needed. as, never . 
before. Tae prospects for the accountancy profession are 


1 
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Are They Necessary? 
by W. J. KENLEY, M.Com., F.A.S.A. | 


RECENT: important Bette within the profession, 
such as the establishment of the International Ac- 
counting Standards Committee, the drafting of EEC 
Directives, establishment of the Financial Accounting 
Standards Board in the USA, the re-organization and 
Strengthening of the research and technical departments 
of the Australian, Canadian, Scottish and South African 
Institutes, and the establishment of Accounting Principles 
Committees in Indonesia and Thailand, have highlighted 
the importance that the profession throughout the world 
is now placing on the development of accounting standards 
` which are designed to assist in the presentation of a ‘true 
and fair view’ (or statements that ‘fairly present’) the 
results of operations of a business entity for a particular 
period of accounting, and of its state of affairs as at the end 
of that period. 

Members of the profession who are in public practice 
‘as external auditors frequently refer in their reports (as, 
indeed, in some countries they are required to do) to 
departures from the standards or recommendations on 
accounting practice that have been developed in recent 
years. The question may be asked, however, whether this 
work by the profession on improving the quality of financial 
reporting practices requires the expenditure of a dis- 
proportionate amount of limited available resources, with 
the result that guidance by the profession in other important 
` areas of accounting practice is not being developed to the 
extent that some may feel to be necessary. 

To be specific, much has been written on the responsi- 
bilities of the external auditor, particularly where he acts as 
auditor of a public company, but very little real guidance 
appears to have been given to him by the profession on the 
standards that he should adopt as he goes about his attest 
function. The question raised in the title of this paper is, 
therefore, quite an important one; namely are auditing 
standards necessary — for, if they are not, then perhaps 
even greater efforts might be able to be devoted: by the 


profession to the important work of developing accounting ` 


standards, and to other activities on behalf of its members. 


The nature of an audit 


If one who is not a member of the accountancy profession 
turns to the Concise Oxford Dictionary to find out what an 
audit is, he will find it described as an ‘official examination 
of accounts; searching examination’. This would probably 
fit in very well with his own ideas of the work of an auditor, 
namely a ‘searching examination’ undertaken by a pro- 
fessional person well qualified to express an independent 


opinion on the accounts or financial statements submitted 
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The author of this article, awarded First 
Prize in our Centenary Competition, is 
Director of the Australian Accountancy 
Research Foundation — a body jointly 
supported by The Institute of Chartered 
Accountants in Australia and The Australian 
Society of Accountants. ` 
Mr Kenley is a graduate of the University of 

- Melbourne, and in 1970 was awarded a 
Churchill Fellowship which provided him 
with the opportunity to study methods of 
accounting research by the principal : 
professional bodies in South Africa, Canada, 
the United States and the United Kingdom. 
His previous contributions to professional 
literature have included ‘Accounting 
Research — an International View’, which 
appeared in The Accountant Australian 
Supplement of April 29th, 1971. 





to him. Unless some subsequent event shows that these 
financial statements did not in fact convey the position 
which he thought they did at the time that they were 
issued, he probably never considers the-standard of work 
that might have been carried out by the auditor, that is the 
‘degree of excellence’ (of professional audit work) ‘required 
for a particular purpose’ (that of expressing an EE 
opinion on a particular set of financial statements), 

Indeed, the dictionary definition of an audit, that of a 
‘searching examination’, could well be considered as 
implying such a detailed independent assessment that the 
question of standards of auditing hardly seems relevant 
except for one general overriding standard, if it could be 
described as such, that an examination has in fact been. 
carried out by a qualified professional person in such 
depth that he is able to express an independent opinion on 
the financial statements. 

_Is there any support for such a general view of the nature 
of an audit in the official literature of the profession? As 
this paper is based mainly on the situation that appears to 
apply in Australia, although references are made to im- 
portant overseas developments, we may note that para- 
graph 6 of statement C1, Statement of General Principles of 
Professional Auditing Practice, issued by The Institute of 
Chartered Accountants in Australia, reads as follows: 

‘Auditors have their own. independent responsibilities 
to form and express their opinion on the accounts to be 
presented by the directors to the shareholders. Their opinion 


" and ‘an audit is a carefully planned test and’ the extent of ` 
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‘must be soundly based, andthe fundamental auditing 


- principles to-which they subscribe must be those which are : 


‘recognized and accepted.” - 

This same statement goes on to discuss ‘General prin- 
ciples governing the audit’, Paragraphs 19 and 20 indicate. 
that ‘Auditors are obliged to carry out such work as in 
their judgement i is necessary to form: an honest opinion’; 


‘that test, how auditors. make it and the types of audit 
_ procedures they employ in carrying it out rests upon their 
` -professional:skill and judgement i in assessing the soundness. 
and strength of the company’s system of internal control’. 

-These comments, especially when they are related to 
other comments made earlier. in the same statement (in 
paragraph 17) that ‘no fundamental changes in the general’ 
principles of auditing which underlie the planning and 
-carrying out of sound auditing procedures has occurred 
‘over the passing of years’, might well cause opp to suggest 
that havirig achieved certain technical competence, as 
evidenced through his professional examinations, and 
satisfied certain experience requirements for membership, 
the work of the auditor, being based on ‘professional skill 
and judgement’, is such that there is no need for the pro- 
fession (or possibly some other authority) to establish 
‘auditing standards’ (as distinct from Desen and 
accepted’ auditing principles).? 


_ Contrary view 

" However, there appears to be support for a contrary 
view when we consider legislation other than company 
legislation. For example, regulation 13 made ‘under the 
Securities Industry Act 1970 in the State of Victoria 
prescribes the form of an ‘auditor’s report for a stockbroker 
and for a dealer not acting only as a principal’. Under 
paragraphs 2 and 3 of these regulations the auditor is 
required to report that he conducted a test examination 
(emphasis added) of certain transactions and other matters, 
including trust account procedures. Under paragraph 4 he 
has to report: specifically bat 

‘The examinetions referred to in paragraphs 2 and 3: 

Lol were conducted in a manner and to àn extent which 
I/we believe to be in accordance with the auditing 
procedures and standards recommended from time to 

` time by The Institute of Chartered Accountants of 
` Australia and/or by the Australian Society of Ac- 


- countants which are applicable to the audit of dealers’ . 


records.’ 


The interesting point is that no such auditing procedures i 


and standards have been recommended by either of the two 
professional bodies named, so we may assume that the 


same general principles of professional auditing practice as ` 
set out in statement Cr apply here also. Certainly some ` 


détailed technical statements and/or fesearch studies 
‘covering specific areas of audit practice have been issued by 


lit ee L 
1 It is understood that this statement has now been revised, and that a ` 


new, and more comprehensive statement on auditing standards will be 
issued later this year. At the time of writing, however, statement Cx 
remains in force. 


. _#Another official view (that is the view of the professional body) is 
. that an auditor must decide for Bimself what needs to be done in each 


individual audit. This is the view stated in the preamble to statement 


`- Ur in the Members’ Handbook of The Institute of Chartered’ Account- 


ants in England and Wales, in the following words: ' 


‘Auditing is an important professional task carrying heavy res- 
- ponsibility-and calling for commensurate’ skill and judgement. Each 


auditor must decide for himself the nature and extent of the work ` 
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the profession, but these do not have the status of ‘recom- 
menda-ions’, and, therefore, it appears’ tliat even in these 
specific areas it has not yet been ‘considered necessary to 
set down standards of auditing. practice.: Presumably’ these”. 
would >e minimum standards,’i.e., they could be exceeded . 


- if the circumstances of a particular. case warranted it., ` 


- It may well be-that this is the reason that no really 
ege minimum standard of audit work can in fact be 
prescribed, for inevitably the circumstances that will need - 
to be considered in undertaking a-particular audit assign- ` 


‘ment will differ in some way from the circumstances 


involved in another assignment. And yet when so many 
users o7 financial statements -rely on audit reports, and 
presumably assume that sufficient ‘detailed examination’ 
has been made to justify the auditor rendering an opinion 
on therm, we might well ask why there should not in fact 
be -sore standard or standards against which the audit 
work dane could be-measured, if need be. - j 

Mary members of the’ profession, and others, would not 
dispute a statement in reply to the above question that 
there are recognized auditing standards, even if these. have 
not been codified in official. pronouncements. However, 
the inte=pretation of auditing standards adopted in’ this- 
paper is zhat these, if they exist, should be able to be found, ` 
like acecunting standards, in the official literature of the 
profession. With auditing standards this is not presently 
the case — which leads directly to the question raised i in the 
title of this article, ‘Are they necessary’? - 

It is worth while, therefore, to consider at this stage 
whether, in view of the Courts, there are auditing standards ` 
which one can turn to in cases where it is claimed that 
certain audit work was not carried out satisfactorily. As 
compary legislation differs considerably ‘between countries, 
it is no: always appropriate to quote decisions from‘ 
different legal jurisdictions, especially when individual ` 
decisions are based on particular circumstances. Neverthe- 


. less, the Zollowing comments appear to be relevant. 


Some judicial opinions ; Sna 
As Mr E. F. Mannix, LL.B., F.C.A., pointed out in his - 
book Prefesstonal Negligence, there ‘is little judicial law 
in: Australia: on matters affecting audits and auditors. 

However, his book does examine in some depth many 
matters affecting the audit of the, accounts of a limited 
liability company, and the-duties of an auditor in relation 
thereto, a3 set out in the judgment given by Moffitt, J, in 
Pacific Acceptance Corporation o. Forsyth and Others 
[The Acccuntant, June 10th, 1971]. The following extracts 
from the judgment: appear to be relevant for present 


“purposes : 


‘It is not possible in most situations to make an absolute 
pronounzement as to,what an auditor should do in an auditing 


which is necessary in order to enable him to discharge the responsi- 
bility he has undertaken, whether under statutory provisions or by 
arrangement with his client. 
‘The Council of The Institute of Chartered Accountants in 
England and Weles considers, however, that it can assist members of 
the Institute by issuing for their guidance a series of statements on 
auditing, af which this is the first.’ : 
It migh: be noted that the Canadian and South African Institutes 
have also published ‘statements, or bulletins on audit practice ‘for the 
guidance’ of members.’ 

3 Butterworths, 1971. The statement made would not apply, however, 
in the UK er USA, where there is now a considerable body of ‘case 
‘Taw’ concerning the ‘work and ‘the’ liability of auditors. 
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situation generally. There is almost always some exception, or 
in some cases an extreme that provides a reason for a different 
approach in some special: cases ; 

“Whatever task the auditor expressly or ' impliedly contracts 


to perform, he is obliged to do so exercising that degree of ` 


_ Skill and care which is reasonable in the circumstances . 


‘It is beyond question that when an auditor, professing . 


as he does to possess the requisite professional skills, enters 
into a contract to perform cértain tasks as auditor, he pro- 
mises to perform such tasks using that degree of skill and care 
as is reasonable in the circumstances as they then exist. That 
is the limit of his promise... 

‘What, then, is the true ambit of relevant circumstances? 
They are such circumstances as the auditor ought reasonably 
to have considered in relation to the matter discovered. The 
test je simple, but its application may cause difficulty . . 

‘In principle, an auditor is really in no different position 

. from any skilled inquirer . 

‘It is necessary to consider the defendant’s conduct in 
respect of his audit in the light of the standards of professional 
conduct and practices prevailing at the relevant time . . . and, 
of course, within the statutory background then applicable . . 

~ “The legal duty, namely, to audit the accounts with reason- 


able skill and care, remains the same, but reasonableness.and_. 


skill in auditing must bring to account and be directed. to- 
wards the changed circumstances referred to . 

‘By way’of further example, it would seem “that due skill 
and care calls for a more searching and critical approach 
today on-matters of stock and provision for bad and doubtful 
debts than it did 50 years ago, and to some extent even ten 

- years ago . 


‘In the end, I think that what is reasonable can be deter- 


mined as a practical logical question once the facts are known 
and the practices and procedures of auditors and the theories 
or principles which underlie them and the objects of them are 
understood .. 


Subject to change ! "7 ek 

It will be seen that many of the views expressed by 
Moffitt, J, emphasize reasonable skill and care, and stan- 
dards. of professional conduct and practice which may 
change from time to time. This surely implies that certain 
‘standards of audit work are in fact recognized by the 
profession, although in any legal case their existence and 
their application to particular circumstances must be 
determined by the Court having regard to the specific 
circumstances that existed at a certain point in time. 

The existence of such standards has also been recognized 
in other important and fairly recent legal decisions affecting 
auditors in jurisdictions other than in Australia. In the 
USA, for example, Judge Mansfield, in the Continental 
Vending Machine Corporation case (United States of 
America v. Carl Simon et al.) commented as follows: ` 

‘A firm of public accountants ... engaged to perform an 
independent audit, represents that it will perform the audit 





1 ' There may be evidence of such standards in publications of a 
professional organization of accountants even when these do not have 
the status of recommendations. But with increasing pressures on the 
profession, it has been stated in some publications that individual 
practitioners may be ‘called upon to justify departure from the views 
of a committee,on what is felt to be best thought and practice. This can 
be seen, for example, from the changed wording given by way of 
explanation as to their status in Audit Guides published by the AICPA. 
The 1967 publication Audits of Voluntary Health and Welfare Organiza- 
tions contained the following wording: 


“This bulletin is published for the information and assistance of: 


members of the Institute’and others interested in the subject. It 
presents the views of the. members of the 1965-66 committee on 


relations with non-profit organizations, except as noted on page 24." 
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in accordance with generally accepted auditing standards and 
accounting principles ... . ' 
and one matter to be considered by thej jury in ‘determining 


‘whether or not the defendant.CPAs had acted knowingly 


and with intent to defraud, was whether they. followed. or 
deviated from generally. accepted ` auditing standards, and 
accounting principles in effect when Continental’s “1962 
financial statement was prepared and distributed. . 

In another USA case heard at about the same time, 


Escott et al. v. Bar-Chris Construction Corporation et al., 


it was held that ‘accountants should not be held to'a stan- 
dard higher than that recognized in the profession’.* 

>- One might, on a first reading of these decisions, be 
inclined to suggest that the promulgation of standards will 
set not only minimum standards: but, to the extent that 
there may be an implication in the remarks that no more is 
required of an auditor than to follow the standards set down 
by his profession, these standards: will also be, in’ effect, 
maximum standards. This, however, is not so, for'in the 
Continental Vending case (which was a civil case involving 
conspiracy charges) Judge Mansfield made the following 


observation : 


‘Proof that the defendant dict act in accordance with such 
generally accepted. auditing standards and accounting 
principles is evidence which may be very persuasive but’ not 
necessarily conclusive that he acted in good faith, and that the 
facts as certified were not materially false or misleading,’ 


Further, those who represented the Government i in this 
case contended that: 

‘generally accepted auditing standards express only minifnum 

requirements and do, not attempt ‘to spell out what ‘an ác- 

countant must do as matter: of practice under the circum- 

stances faced here’. . . 


Changing views ‘within the profession 


. With the above comments in mind, it is. relevant to note 


that there is some evidence that this same view is not held 
within the profession, ‘and that if standards of audit practice 
are promulgated by a professional body these set. out ‘best’ 
practice and not merely a required minimum. i 

For example, in February 1974 the Council of. the. New 
Zealand Society of Accountants issued the first in a series 
of Recommendations on Auditing Practice for the guidance of 


- members of that Society. It was ‘stated that these recom- 


mendations ‘are intended to represent accepted best 
practice for auditing procedures’. One might speculate on. 
what position the auditor would be in if, in a particular 
case, he had not followed ‘best’ practice. Would perhaps 
a standard lower than ‘best’ be, considered acceptable, 
having regard to the individual circumstances of a specific 
case in which his responsibilities and duties as auditor ` 
were called into question? Going further, one’ might well 


Since it has not been considered and acted upon by the Council of the 
Institute, it does not represent an official position of the Institute.’ 


In 1973, however, the publication Audit of Investment Companies 
contained quite different wording! 


‘ ` “This audit guide is published for the guidance of members of the 
Institute in- examining and reporting on financial statements of 
investment companies. It represents the considered opinion of the 
committee on Investment Companies and as such contains the best 
thought of the profession as to the best practices in this area of - 
financial reporting. Members should be aware that they may be called 
upon to justify departures from the committee’s recommendations.’ 
(Emphasis added). 


See also footnote $," 
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dsk “What dre:in fact the. bestpractices i in x auditing”, for 
these have yet, to be codified.® , + 

SA guide’ to the answer to this latter question can perhaps 
be seer: in the comments of “Moffitt, J, when he referred 
to ‘thie standards of conduct and: practices prevailing a= the 
relevant ‘time’, ‘a more searching and critical approach 
today : . : than 50’years ago’ and how certain members of a 
firm ‘have personally contributed substantially to the 
improvement of professional standards in many ways’. It is 
‘suggested’ that these comments, considered in conjunction 


with the duty to exercise- ‘that degree of skill and care . 


which is reasonable in the cireumstances’ establish taree 
things: > 3 
` (a) there are extant standards of audit practice of which 
‘evidence may be called in a particular case; 
 (b) these standards change with’the passage of timè; and ` 
(c) as becomes members of a learned profession, many 


individual. members have done much to raise these 
standards. : 


Need for auditing standards 


In one sense the question regarding the necessity for 
auditing standards raised in the title of this paper can be 
answered simply by saying that such standards do in fact 
exist, and they. are a necessary bench-mark if the pro- 
fessional care and skill of an auditor is questioned. ` 

However, more fundamental issues must surely be 
considered, for the very nature of auditing as a professicnal 
activity implies that the profession as such has a duty to the 
public which utilizes its services to ensure that the conduct 
of its members is of the highest possible technical standard. 
Anything less would not meet the standards normally 
expected from members of a profession. 

That the public now expects more of the auditing pro- 


fession than it may have in the past is seen in the recent . 


decision of the American Institute of .Certified Public 
Accountants to hold ‘a full-scale study’ by a Commission of 
Inquiry which will have the task ‘to develop recommenda- 
tions on the future responsibilities of independent auditors 
in. terms of increasing public expectations and feasibility 


` of meeting them’. ‘This commission is to report back to the - 


Board of the AICPA by August 31st, 1975. It is relevant to 
note that: 

‘Among specific questions to be considered are the extent 

of an auditor’s responsibility for detecting fraud; whether 

auditors should monitor all financial information released to 


the public; whether the present standard form of audit ` 


report should be amended to express better the functions of 
auditors; and what action the profession may take to reduce 

_ the risk of misunderstanding about its role.”¢ 
` The report of this committee should help clarify the 
present role of the auditor (in the USA at least) and his 
responsibilities - hence the standards to which he must 
adhere. If the situation which presently exists continues, 


3 In this connection it might be noted that, in the USA, the AICPA 
Committee on .Auditing Procedures issued over 50 ‘Statements on 
Auditing Procedures’, and in commenting on the work of the AICPA 
in this area Leonard Savoie recently remarked ‘that ‘Statements >n 
auditing procedure are also becoming thicker and more detailed; soon 
they will be codified.’ (See ‘Accounting Attitudes...’ in the Financial 
Executive, October 1973). ` 

In fact, in 1973 the AICPA issued ‘Statement on Auditing Standards 
No. 1° entitled Codification of Auditing Standards and Procedures. 


This statement ‘is a codification of and supersedes statements on aud:t- 
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got only in the USA but in other countries ‘also, a if the 
work of an auditor is questioned, the whole profession must 
surely suffer if conflicting evidence is given by members of 
the same profession (possibly with hindsight) on what 
appears ‘o them.to be ‘generally acceptable’ audit standards 


_to mee: he needs of particular aspects of audit work. 


If the profession, meaning in this context the professional 
organiza-ion, published a recommended code of standard 
practice for its members to follow in their general audit 
work, znd this was kept updated to meet changing times, 
then the establishment of what degree of skill and care was 
reasonab.e at a particular point of time could more. readily 
be established — and departures from or failure to meet 
these standards more easily recognized. Of equal import- 
ance, 
standards required of them as they carry out their pro- 
fessional duties. _ ` 

The promulgation of Gen standards by the profession 


would nct mean that an auditor would not be required to ` 


use independent judgement as to the detailed procedures he 
should follow as he exercised his skill and training in 
particular assignments. It would mean that, as in other 
fields of learning, specialized skills based on experience 
would be superimposed on a minimum basic professional 
standard of performance to meet particular needs more 
effectively. This could only enhance the general standing 
of the profession. 

This is saying much the same thing as the views that have 
been exp-essed on the need for establishing accounting 
standards. For example, writing on “The Concept of 
Materiality’ in the October 1973 issue of . Financial 
Executive, James W. Pattillo and Jerry D. Siebel made the 
following comment: 


‘Finar-cial ‘reporting and accounting require the exercise’ 


of professional judgement. But accountants want guidelines 

to help hem to exercise this professional judgement — not 

rules to zeplace judgement, but guidelines to point the way to 

proper action in certain circumstances.’ 

Leonard M. Savoie, on the other hand, in the article 
referred to in footnote 5 commented that: 

‘Detaied rules are made to plug loopholes: inherent in 
broad general standards. In addition, detailed rules are some- 
times thought to provide a safe haven for an accountant who 
follows tiem. In law suits against.accountants, the defendant 
typically seeks to establish as a defence his adherence to 
professional standards. 

‘The eccounting profession seems to oppose an increase 
in authority and favour a decrease in responsibility. Statements 
on auditing procedures often seem to be designed to reduce 
responsiblity — to provide a rule which if followed will free the 
accountar t of further responsibility.’ (Emphasis added. 3 : 


Conclusion , 

The degrez of professional care and skill exercised be an 
auditor in a particular engagement may be later questioned, 
and what constitutes reasonable care and skill may be 


ing procedur2 Nos 33 through 54 previously issued by the Committee 
on Auditing Procedure. It incorporates all of the substantive matters 
covered in ttose statements’. A note to thé publication indicates that 
‘Rule 202 of the Institute’s code of professional ethics requires ad- 
herence to the applicable generally accepted auditing standards promul- 
gated by tke Institute. It recognizes statements on auditing standards 
as interpretat.ons of generally accepted auditing standards, and requires 


that member: be prepared to justify departures from such statements.’ 


€ See report in The Accountant, March 28th, 1974. 
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individual auditors would know the minimum ` 
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determined by the Courts having regard to standards 
recognized and accepted by the profession. Expert witnesses 
may be called either to support the audit work done, or to 
support the contrary view that the work done was not 
adequate. Standards accepted by the profession, if these 
can be established (and there is a presumption that they 
do, in fact, exist) may be accepted by the Courts (but 


perhaps, if the USA position is followed, accepted as a - 


- minimum standard of performance only), and the estab- 
lishment of such standards is envisaged by certain statutory 
regulations. 


The very nature of auditing as a professional activity ` 


requires that those who practise as auditors exercise that 
degree of skill which in their opinion is reasonable in the 
circumstances of a particular case. But the profession as a 
whole must suffer if individual members cannot agree on 
what is an accepted standard for situations which are not 
uncommon in practice. 

-As-in the area of accounting sondarded in auditing also, 
the profession therefore has a responsibility to its members, 
and to the community generally, to promulgate standards of 

-practice which should be followed, but which may well be 
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exceeded if the experience and professional judgement of an 
individual ‘auditor suggests this is necessary in particular 
circumstances.. In other words, guidelines for members 
are needed — not precise rules of. practice or procedures. 

Finally, members of the public are entitled to assume that, . 
as a professional man, an auditor has carried out his work-to 
certain standards. At the moment certain standards exist, 
but have not been codified or promulgated. The stature 
and public acceptance of the. auditing profession would be 
enhanced if this was done. 

The public now expects more of the auditing profession 
than it`did in the past, but it should not expect too much 
from the auditor in relation to publishéd financial state- 
ments. The promulgation of standards would contribute to 
a better understanding, and at the same time the individual 
practitioner would become more aware of his professional 
responsibilities — and this could: well result in’ better 
quality work for clients. For these reasons auditing stan- 
dards are necessary, and their’ promulgation to members, 
and keeping them under review once promulgated, is 
surely one of the most important responsibilities of the 
profession.’ 








Bailee: Duty of Care 


Ae of any contractual relationship or of a right of 


possession as bailee of goods does not necessarily exclude 
liability for negligence. i 

A companý, G Ltd, operated a cold store, the freehold of 
which was owned by ariother company in the same group. .G’s 
business was declining, and in September 1971 A acquired the 
freehold of the cold store on terms that he would grant a lease 
thereof to G. No formal lease was in fact executed, although G 
paid to A the sum of £3,000 purporting to be a year’s rent in 
advance. A also acquired a go per cent interest in G, and became 

„its managing. director. 

In March 1972, agents for F Ltd were seeking refrigerated 
storage for a quantity of ships’ provisions, and approached one 
of A’s co-directors, V, for the use of space in G’s cold store. V 
agreed to this, and the goods were duly delivered into store. V 
also informed A of this transaction, and A raised no objection. 

-It was then ‘apparently realized that there was nothing e 
writing to confirm this transaction, and on March 23rd, 1972, A 
wrote a letter to F’s agents confirming the terms of storage. An 
invoice for the first month’s rent was subsequently issued on 

. April 14th. Both this letter and the invoice were in the name of A 
personally, and not that of company G. 

G’s business had by this time declined to thes verge of liquida- 
tion, and the company had no employees at the material time 
other than its directors. A visited- the cold store from time to time 
with prospective purchasers, but apparently took no effective 
steps to check that the machinery was working satisfactorily. 


In fact, due to the failure of a ventilating fan, He goods were 


not maintained at a proper temperature, and suffered See 
to the extent of £3,144. 

In proceedings against A, F alleged firstly that his letter of 
March 23rd constituted, together with their acquiescence, a 


` novation of the original contract of storage with G; and that A 


was a bailee of the goods, or liable in negligence, as a bailee. 

In the Queen’s Bench Division, Kerr, J, dismissed F’s claim 
in contract. An acceptance must be communicated to the 
offeror, and the absence of any response to A’s letter of March 
23rd could not be construed as an acceptance binding upon A. 
However, in the circumstances A had owed a duty of care to F ` 
since, at the relevant time, G could only perform its duties in - 
relation to the goods through its directors, and the only director 
who had concerned himself in any way with the goods after 
delivery was A. The letter of March -23rd showed that A 
had regarded himself and not the company as concerned with 
the storage of the goods. He had therefore assumed a duty of 
care towards F ir: respect of the storage of their goods in his 
premises, and the goods had suffered damage in consequence of 
his breach of that duty. . 

Judgment was accordingly given ‘against A for £3,144. 

Fairline Shipping Corporation v. Adamson ([1974] 2 All ER 


967). 


Liability for Defective Design 


NONTRACTORS undertook to build an oil deg, ware- 

house, and retained a partnership òf consultant engineers 
to design it. Within a few months of completion, the first floor 
of the building was damaged. by the vibration of trucks used for 
moving drums and barrels of oil. The contractors argued that 
the design was defective, and applied for a declaration that the 
engineers were liable for the cost of. rectifying the damage. 

_ Granting the declaration, Kilner Brown, J, held that the 
consultants knew or ought to have known that the floor was 
intended to carry heavily laden trucks; they had been warned of 
the dangers of vibration, and had not taken this sufficiently into 
account. The design was inadequate for its purpose. There-had 
been not only a breach of-duty, but also a breach of the implied 
term that the design should be fit for the use of loaded trucks. 

Greaves Contractors Ltd v. Bayham Meikle & Partners (The 

Times, July 27th; a Ge 863). 
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A Century of 


Steps in the Evolution 


. when The Accountant first saw the light of day, Queen 


Victoria was in.the 37th year of her long reign, Disraeli had sicceeded 
Gladstone as Prime Minister, and the House of Commons some thre2 months 
earlier had resolved by a largé majority : “That, in the opinion of this House, the 
continued imposition of the income tax, except in time of war or some great 
national emergency, is unjust and impolitic, and it is advisable that such tax 


should be still further reduced and 
ultimately altogether repealed at the 
earliest possible period.’ The standard 
rate was then twopence in the £. 

In that year, bank deposits in London 
greatly exceeded the combined total of 
deposits in the principal banks of France, 
Germany and the United States, and the 
Industrial Revolution had earned for 
Britain the title of ‘the workshop of the 
world’. 

The Exchange Telegraph Company 
reported that. arrangements had been 
made to supply subscribers at certain 
periods during the day with American 
and Continental stock exchange prices, 


the Factory Act was passed — minimum ` 


age for factory workers raised to 9 
years — and the first trade union Members 
of Parliament were elected. 


Local societies 


Neither north nor south of the Tweed 
was there any significant national organi- 
zation of the accountancy profession, 
though local societies of accountants 
existed in Edinburgh, Glasgow and 
Aberdeen, and in Liverpool, London and 
Manchester (Sheffield followed suit in 
1877). The nearest approach to a national 
body was probably the Society of Ac- 
countants in England, established in 1872 
by a group of provincial practitioners who 
had found conditions for entry to’ the 


Institute of Accountants in London . 


unnecessarily restrictive, but which at this 
date counted a membership of less than 
200. 

In 1874 also, ‘the Institute of Account- 
ants — having previously dropped the 
` words ‘in London’ from its title — invited 
four distinguished provincial accountants 
to join its Council. The Accountant, from 
its, inception, deprecated the inevitable 
squabbling and sniping which persisted 
for some time between the two bodies, 
advocating instead the co-operative policy 
which culminated in the foundation of 
` The Institute of Chartered Accountants 
in England and Wales in May 1880. - 


Well-known names 


Some well-known ‘names were already 
well. established; in particula-, Tribe, 
Clarke & Co, founded in Bristcl in 1780 
must have been looking forward to their 


first centenary! The oldest of the London ` 


firms, Hill, Vellacott & Co, cculd look 
back on nearly 80 years from 1796; 
Harmood-Banner had commenced prac- 
tice in Liverpool in 1805, and the 


predecessors of Grace, Darbyshire & . 


Todd in Bristol in 1818. The practices 
founded in the next generation by such 
men as William Welch Deloitte (1845), 
Samuel Lowell Price (1848) and. William 
Cooper (1854) were expanding. 

These are but a few of the features of 
the landscape on which the pioneer issue 
of The Accountant was launched by its 
founder and. first editor, Alfred Gee. 
Below are some of the more sinificant 


landmarks in the history of the p-ofession 


which it, has been our privilege to record 
over the intervening 100 years. 
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1874 — October rst. The Accountant com- © 


menced publication. 


1877 — March 14th. Sheffield Institute of 
Accountants formed. 


1878 — November 29th. Counci. of de 
Institute of Accountants announced 
in the London Gazette that tkey were 
about to apply to Parliament for leave to 
introduce a Bill incorporating the 
Institute. - 


1879 — Bill introduced im Parliament, but a 


petition for a Charter of Incorporation - 


was substituted as being morz in ac- 
cordance with precedent. 


1880 — March 24th. Royal Charter granted 
to The Institute of Chartered Ac- 
countants in England and Weles into 
which were incorporated th= other 
English provincial societies. (Premises at 
3 Copthall Buildings, London EC.) 





Institute of Accountants announced in London. 
Gazette they proposed to seek leave for Bill to 
eg the Institute. 


1882 — Birmingham Chartered EE 
ant Students’ Society formed. . 


1883 — Formation of: 
‘Manchester Chartered Accountants’ 
. Students’ Society; 


The Chartered - Accountant Students 
Society of London; 


Liverpool Chartered Accountant Be 
dents’ Association; 


Bristol Chartered Accountant Students’ 
Society; 
. Sheffield Chartered Accountant Stu- 
dents’ Society. 


1885 ~ The Corporate Treasurers’ and 
Accountants’ Institute (later the IMTA, 
‘and now the Chartered Institute of 
Public Finance and Accountancy) 
formed. WW 
Inception of The Society of Ac- 
countants and Auditors. 


1885 — December 29th. Licence obtained 
from Board of Trade for incorporation 
under the title of ‘The Society of 
Incorporated Accountants and Auditors.’ 


1886 — First autumn provincial meeting 
of The Institute’ of Chartered -Ac- 
_ countants in England and Wales held in 
Manchester. 


i a 


- 1887 — American Associaton of Public 


Accountants formed (the direct pre- 
decessor of the ‘present American 
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Notable Dates 


of the Profession 


Institute of Certified Public 


countants). 


1888 — May 14th. The Institute of Char- 
tered Accountants in Ireland incor- 
porated by Royal Charter. 


The Institute of Chartered Account- 
ants in England and Wales: agreement 
was made to take on lease for 999 years a 
plot of land in Coleman Street Buildings 
(now Moorgate Place). 


Ac- 


r89r — Formation in Glasgow of the 
Corporation of Accountants. 


1892 — Formation of a General Examining 
Board of the Chartered Accountants of 
Scotland. 


1895 — Bill for the establishment of a 
register and the protection of the title 
‘Chartered Accountant’ introduced into 
Parliament. 


1898 — Formation of The Association of 
Scottish Chartered Accountants in Lon- 
don. 


1898 — New building (in Moorgate Place) 
of The Institute of Chartered Account- 
ants in England and Wales formally 
opened. 


Zë & 2 


1899 — Agreement entered into between 
the Society of Incorporated Ac- 
countants and Auditors and The Scot- 
tish Institute of Accountants whereby 
the latter body became the Scottish 
branch of the Society. 


1900 — Branch of The Society of Incor- 
porated Accountants and Auditors 
formed in Ireland. 


rg0r — The Corporate Treasurers’ and 
Accountants’ Institute incorporated as 
‘The Institute of Municipal Treasurers 
and Accountants’. 


1902 — The Canadian Institute of Char- 
tered Accountants formed. 


Agreement entered into between The 
Society of Incorporated Accountants 
and Auditors and The Institute of 
Accountants in the South African 
Republic whereby that Institute became 
the Transvaal branch of the Society. 


1903 — Institute of Certified Public 
Accountants formed in the UK. 


1905 — First International Congress of 
Accountants held in St Louis, USA. 


The London Association of Ac- 


countants formed. The Central Associa- 
tion of Accountants formed. 


1909 — The New Zealand Society of 
Accountants formed. 


1915 — Joint Committee of Councils of the 
Edinburgh Society, the Glasgow In- 
stitute and the Aberdeen Society set up 
to deal with questions of mutual 
concern and to further and protect the 
interests of the chartered accountants’ 
societies of Scotland. 


1919 — The Institute of Cost and Works 
Accountants formed. 


Membership of professional bodies 
opened to women under the Sex 
Disqualification (Removal) Act. 


1920 — Admission of Miss Mary Harris 
Smith as the world’s first woman 
chartered accountant. She became a 
Fellow under the terms of clause 6 of 
the English Institute’s original Charter, 
having been continuously in practice as 
a public accountant since 1878. 

First articles of clerkship registered 
for women students. 


1922, — Publication by Sir Gilbert 
Garnsey, K.B.E., F.C.A., of the first 
definitive text on consolidated accounts 
for holding companies. 


1924 — Miss Ethel Watts, B.A., became the 





ashes’ s Old Town Hall as accountants in the Victorian era knew it. 
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first woman to qualify by examination 
as a member of The Institute of Char- 
tered Accountants in England and Wales. 


1926 — Second International Congress of ` 
Accountants, Amsterdam. 


1928 — The Institute of Chartered Ac- l ` 


countants in Australia formed. 


1929 — Third International Congress of 


An 
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Accountants, New York. 3 


1930 — Certified accountants became ` E 


eligible for appointment as municipal ` 
auditors under the terms of the Cardiff 
Corporation Bill — a precedent subse- 
quently followed in the Local Governi 
ment Act 1933. 


The Goschen Committee reported 
that ‘for the most part the general ` 


public is not influenced or misled by the KE 


fact that an individual described him- | 
self as an ‘accountant’, but b 
selection of an accountant principally on — 
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but bases its 


personal knowledge or local reputation 
. . On the evidence before us, we are 

unanimously of opinion that it is not — 

desirable to restrict the practice of ag 


accountancy to persons whose names 


would be inscribed in a register estab- ` A 


lished by law’. 


1931 — The Royal Mail Steam Packet case 
(R v. Kylsant and Morland) led to 
significant developments in the use of 


a 











Amsterdam — Venue of the 1926 and 1957 International Congresses 


secret reserves and in more informative 
financial reporting. 


1933 — Fourth International Congress of 
_Accountants, London. 


k Institute of Certified Public Account- 
ants absorbs The Central Association of 
| Accountants. 


1938 — Fifth International Congress of 
‚Accountants, Berlin. 


1939 — The London Association of Ac- 

countants absorbed the Corporation of 
| Accountants. Name of the amalgamated 
| body became The Association of 
| Certified and Corporate Accountants. 


194m — The Association of Certified and 
Corporate Accountants absorbed the 

f "eege of the Institute of Certified 
_ Public Accountants. 


1942 — Issue of first Recommendations on 
Accounting Principles by The Institute of 
Chartered Accountants in England and 

` Wales. 


1945 — Report of the Cohen Committee on 
company law amendment, subsequently 
` embodied in the Companies Act 1948. 


alta h- 


Gar — The National Council of Chartered 
' Accountants (South Africa) formed, 
| comprising members of the four South 

African provincial societies established 


in the early 1900s. 


1948 — New Companies Act introduced 
the concept of the ‘exempt private 
company’ for the small family type of 
business; mandatory consolidated ac- 
counts for holding companies; additional 
safeguards for auditors; and limited 
eligibility for appointment as auditors. 


1949 — The Institute of Chartered Ac- 
countants of India established. 


Miss Phyllis Ridgway, B.A., F.S.A.A., 
became the first woman member of 
Council of a recognized body of ac- 
countants in the United Kingdom. 


1950 — On the death of Mr Edward Hart, 
F.C.A., the 1880 foundation membership 
of The Institute of Chartered Ac- 
countants in England and Wales became 
extinct. 


1951 — Establishment of The Institute of 
Chartered Accountants of Scotland by 
grant of a supplemental Charter to the 
Society of Accountants in Edinburgh, 
which thereupon absorbed the member- 
ship of the Institute of Accountants and 
Actuaries in Glasgow and the Society of 
Accountants in Aberdeen. 


Formation of the Union Européenne 
des Experts Comptables, Economiques 
et Financiers (UEC). 


1952 — Sixth International Congress of 
Accountants, London. 


1953 — The Accountant Annual Awards for 
Reports and Accounts of Public Com- 
panies instituted. 


1955 — Seventy-fifth anniversary of The 
Institute of Chartered Accountants in 
England and Wales. 


1956 — Publication of a scheme to inte- 
grate membership of the Society of 
Incorporated Accountants with the 
three Chartered Institutes. 


1957 — Seventh International Congress of 
Accountants, Amsterdam. 


Integration of the Society with the 


three Chartered Institutes became 
effective. 
1958 — Establishment of the Parker 


Committee on Education and Training 


for the profession, by The Institute of 
Chartered Accountants in England and 
Wales. 

1960 — Seventy-fifth anniversary of the 
IMTA. 


1961 — Formation of The Institute of 
Chartered Accountants of Pakistan. 


Report of the Parker Committee 
unanimously endorses the view that the 
fundamental nature of the English 
Institute’s qualification by service under 
articles and by examination should 
remain unaltered, and recommends 
that (inter alia) students’ societies 
should concentrate more on developing 
‘a corporate professional sense’ among 
their members. 


1962 — Eighth International Congress of 
Accountants, New York. 


Publication of the report of the Jenkins 
Committee on Company Law Amend- 
ment. 


1963 — Seventy-fifth anniversary of The 
Institute of Chartered Accountants in 
Ireland. 


First All-European Congress of Ac- 
countants held in Edinburgh. 


Accession of the three UK Chartered 
Institutes and the Association of Certi- 
fied and Corporate Accountants to 
membership of the UEC. 


1964 — Establishment of the Joint Diploma 
in Management Accounting Services 
by the three Chartered Institutes, the 
Association of Certified and Corporate 
Accountants and the Institute of Cost 
and Works Accountants. 
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1965 — In its year-end review, The 
Accountant commented: ‘Much time and 
money could be saved by a greater 
degree of co-operation between the 
various professional bodies. ... The 
apparently successful inauguration of 
the Joint Diploma scheme demonstrates 
that a further dovetailing of common 
interests could not but-be advantageous 
to all.’ 


1967 — Ninth International Congress of 
Accountants, Paris. 


1968 — Publication of ‘A Scheme for the 
Development of the Accountancy Pro- 
fession’ by the six recognized account- 
ancy bodies in the British Isles. 


1969 — Proposals to extend the pro- 
fession’s ‘future plans’ to the British 
Association of Accountants and Auditors, 
the Faculty of Auditors and the As- 
sociation of International Accountants 
discontinued. 


Golden jubilee of the Institute of 
Cost and Works Accountants. 


‘Statement of Intent’? by The In- 
stitute of Chartered Accountants in 
England and Wales, leading to appoint- 
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ment of the Accounting Standards 
Steering Committee (ASSC). 


1970 — Centenary of the Liverpool Society 
of Accountants, oldest of the founder- 
bodies of the English Institute. 


Opening of Chartered Accountants’ 
Hall, Moorgate Place, London, by HM 
the Queen Mother. 


Integration scheme abandoned in 
consequence of an adverse vote of 
16,845 to 13,700 by members of The 
Institute of Chartered Accountants in 
England and Wales. 


The Accountant published its 5,cooth 
issue on October 15th. 


1971 — Adoption of decimal currency in 


the UK. 


Membership of the ASSC expanded 
to include the Association of Certified 
Accountants (which dropped the words 
‘and Corporate’ from its title earlier 
in the year) and the Institute of Cost 
and Works Accountants as full partici- 
pants. Issue of the first definitive 
standards of practice, SSAP 1 and 2. 


1972 — Scheme of reciprocal membership 
agreed between the three Chartered 
Institutes in the British Isles. 


‘Informal talks’ between the Presi- 
dents of the Association of Certified 
Accountants and the Institute of Cost 
and Management Accountants (formerly 
the ICWA). 


Tenth International Congress of Ac- 
countants, Sydney, Australia. 


Establishment of the International 
Consultative Committee of the Ac- 
countancy Profession (ICCAP), follow- 
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Sydney Congress 1972 — the first International Congress 


in the southern hemisphere 


ing informal discussions between heads 
of delegations to the Tenth International 
Congress. 


1973 — Accession of the UK and the 


Republic of Ireland to membership of 
the European Economic Community. 

Establishment of the International 
Accounting Standards Committee by 
representatives of a quarter of a million 
accountants in nine nations. 

Broadening of the IMTA’s con- 
stitution and functions as The Char- 
tered Institute of Public Finance and 
Accountancy. 

Informal meeting of Council repre- 





The Queen Mother with a mode! of Chartered Accountants’ Hall, London, which 
she opened in 1970 ` 


sentatives of the Association and the 
ICMA to discuss, without commitment, 
‘some of the issues that would be 
involved in any form of closer relation- 
ship between the two bodies’. 


Government appoints its own com- 
mittee of inquiry on inflation accounting 
(the Sandilands Committee). 


I1974-— International Accounting Standards 


Committee published its first exposure 
draft on disclosure of accounting 
policies. 

Twenty-first presentation of The 
Accountant Annual Awards. 


Publication of the report of the 
Solomons long-range inquiry into pro- 
fessional education, Prospectus for a 
Profession. 

Amalgamation of the Institute of 
Company Accountants, the Society of 
Commercial Accountants and the In- 
corporated Association of Cost and 
Industrial Accountants as: “The Society 
of Company and Commercial Ac- 
countants.’ 


Publication of the ‘provisional’ 
SSAP7, Accounting for Changes in the 
Purchasing Power of Money, welcomed 
as ‘the most important advance in 
accounting in our generation — indeed 
for a lifetime’. 

Consultative links between the six 
UK bodies of accountants reinforced by 
establishment of the Consultative Com- 
mittee of Accountancy Bodies — ‘a 
logical development aimed at strengthen- 
ing the already well-established coll- 
aboration between the six major 
accountancy bodies in the British 
Isles’. 

Members of The Institute of Char- 
tered Accountants in Australia eligible 
for reciprocal membership of ‘The 
Institute of Chartered Accountants in 
England and Wales. 


Centenary of The Accountant. 














CENTENARY COMPETITION — SECOND PRIZE ENTRY 


The Importance of 
Management Accounting 


_by J. B. GOODLAD, M.Sc., A.C.M.A., A.M.B.1.M. 
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Kë order to consider fully the importance of management 
accounting, particularly in the current industrial climate, 


„it is suggested that its function should first be defined 


and contrasted with those of financial accounting and cost 


accounting. Secondly, the particular contribution of 


_ management accounting to the effective and efficient 


_ running of the business enterprise will then be discussed 


both in general terms, and with specific reference to some 
of the current problems besetting management in the 
UK and throughout the world. 

Accounting may be classified into three broad areas — 
financial, cost, and management accounting. Financial 


_ accounting is concerned with the external reporting to 


such interested parties as shareholders and the Inland 
Revenue; cost accounting embraces the classification, 


_ recording and allocation of cost to products and depart- 
ments, together with ‘the presentation of such infor- 


mation derived therefrom for the purpose of managerial 


_ decision-making’.! 


Management accounting is in effect an extension of 


cost accounting: it is ‘the accounting methods, systems, 


and techniques which, coupled with the special knowledge 
and ability (of the management accountant), assist 
management in its task of maximizing profits or mini- 
mizing losses’.* 


Limitations of financial accounting 


~ The maintenance of financial records results in the creation 


of a general statement of the assets and liabilities, and of 


the shareholder’s investment in the company — i.e., the 
balance sheet. In addition, total costs are compared 


with total sales revenue in order to indicate the profit or 


otherwise of the company. The balance sheet and the 


| profit and loss account are normally prepared only once a 


year in order to conform with the latest Companies Act, 


ig and to meet the requirements of the Inland Revenue. 


Nevertheless, it is a well-known fact that many of the 


larger companies prepare interim financial accounts. Also, 


in a multi-product company, the profit and loss account 
gives no indication of the relative profitabilities of the 
various products and/or departments; an analytical profit 
statement prepared from the more detailed management 
accounts is obviously more useful in such a situation. 

It is therefore maintained that individual departmental, 
1 Terminology of Cost Accountancy, Institute of Cost and Management 
Accountants (1966), 
2 Management Accountancy, J. Batty (MacDonald & Evans, 1965). 
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Author of this article, awarded Second Prize 
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Finance and Management Accounting in the 
Department of Management Studies, 


University of Technology, Loughborough. 


He is also author of Accounting for 
Construction Management — an Introduction 
just published by Heinemann. 





functional and product managers need more information 
than is usually available within the framework of the 
financial accounts as reflected in the balance sheet and 
the profit and loss account. They also need it on a much 
more frequent basis than once a year, if they are to fulfil 
their roles efficiently. 


Needs of managers 


But what are the specific information needs of these 
managers? How can management accounting help? Many 
industrialists would now argue that internal reporting is 
as important as external reporting; in fact, perhaps some 
would go so far as to state that the function of the man- 
agement accountant has become relatively more important 
than that of the financial accountant over the past few 
years. 

Either directly or indirectly, all managers are concerned 
with the establishment of a selling price for every 
product which, in normal circumstances, will not only 
include all costs but also a mark-up in respect of profit 
calculated in relation to the total capital employed in 
the company. After having obtained an order at a par- 
ticular selling price, it is also vital for management to 
have some indication of the extent to which costs have 
been, and are being, controlled. If costs are allowed to 
escalate in excess of the original estimate (upon which the 
selling price was based) the amount of profit which 
ultimately materializes will obviously be less than was 
originally anticipated. 

It is, therefore, suggested that a good management 
accounting system should provide sufficient infor- 
mation to the managers in order to ensure that their 
decisions have been implemented; e.g., by an analysis of 
the difference between budgeted costs and actual costs, 
to the causes of the differences and the points of 
incidence. Information should also be available to enable 
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management to fake. more realistic decisions ` inital, ; 


e.g., in the selection of the most profitable work. 


The provision of such information will be effected by: 
- the’ use of the different techniques associated with’ 


- management accounting;' techniques which tend to be 
distinct but are not mutually exclusive. The Institute of 
Cost and Management Accountants in its publication A 
Report on Marginal Costing has stated: 


‘The practice. of management accountancy can never be a 
matter of rule of thumb procedures or the application of any 
particular system; it must fundamentally be concerned with 
the provision of information to management apposite to the 
. general requirements of the undertaking and to the particular 
problems which arise from time to time. The imaginative 
-use of the different concepts of management accountancy 
such as historical costing, budgetary control and standard 
costing, and marginal costing is essential. The exercise of 

` judgement in deciding the extent to which such techniques 
" may be appropriate in the particular circumstances is 
` equally important.’ 
. _ -The management. accounting information system must 
_ be- designed in order to suit the individual characteristics 
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ei costs per unit of Garant (by ee not exceeding three 
months), and 

(b) records of changes in rates of cost and their effects. 

` All these figures must be available promptly for the 
Prices Commission. ad 

In addition, it is vitally important that the management 
accountant closely liaises with both the purchasing 
department and the personnel departments, i.e., there 


‘must be prior notification of any increases in fates of 


of the particular company and to enable management to ` 


„combat the current spate of problems besetting them. In 


‘this context it'is important to evolve a system which is 


relatively simple and reasonably . well understood by 


- management, rather than an over-élaborate. one that ` 


provides a mass of data, the significance of which is only 
vaguely understood by ` those managers. to whom it is 
presented. 


Traditionally, therefore, management accounting has - 


contributed and continues to contribute a vital element 
in the planning, controlling and. decision-making proces- 
„ses; it is an aid to management at all levels. But. what 
about the current and possible future problems associated 
with, e.g., inflation, pollution of the environment, need. for 


national long-term ‘planning, manager-motivation? How ` 


important is management accounting in such, areas? 
What is its particular significance? 


VM 


l Counter. inflation proposals 


Over the past four years, the UK has experienced an 
unprecedented ‘rate of inflation; this fact precipitated the 
publication of a: provisional statement of standard 


accounting on the subject by the member. bodies of the- 


Accounting Standards Steering Committee [The Ac- 
countant, May 16th] and.also prompted the creation of the 
` government-sponsored Sandilands Committee. However, 
both these committees are primarily concerned with the 
effect of inflation upon the published (financial) accounts 
of companies .in the post-mortem sense; thus it has been 
suggested (by the ASSC) that a supplementary statement 
should be prepared which reflects current purchasing 
power. But what about, counter-inflation controls and 
their significance to the individual company? 

The UK government of 1973, as a part of its counter-' 
inflation strategy, introduced the Prices Commission in an 
attempt to control price increases. 'To enable the individual 
company to fulfil the specific requirements of the Commis- 
sion, and so that justifiable price increases are obtained in 
full ‘and without due delay, the management accountant 
requires to have available the following information: - 


either material or wages costs at the time of authorization 
of such increases, if he is to carry out his role effectively, 

In the more technical sense, it will be appreciated that 
the calculations in respect of (adverse) variances re- 
sulting from such price/rate increases will be most useful 
— if not vital — as a basis of any submission to the Prices 
Commission. ‘What is required is a suitably detailed 
analysis of variances for each expense classification and a 
record of the time span of each significant cost increase’.® 
It is therefore contended that management accounting, 
and more specifically the technique of standard costing, 
is most important and relevant within the prevailing 
period of high inflation and in view of the government 
controls. 


The environment and national planning 


One of the growing problems of today’s industrial society 
is environmental pollution. Waste, slag and refuse are 
often dumped in the open and thus not only become 
offensive eyesores but also very often create health hazards. 
Rivers, Iakes and coastal. waters are allowed to be- 

polluted by industrial effluents, and toxic fumes are 


. emitted into the atmosphere. There is an increasing 


demand from society (which will no doubt be strengthened 
by legal measures in the not-too-distant future) for stricter 
contral because of this ever- increasing pollution of the 
environment. 

Such control will obviously . increase the costs of 
production; in some cases it may have the effect of 
curtailing or even preventing the continuance of previously 
accepted manufacturing processes. However, this will- 
possibly have the result of providing new opportunities - 
for the manufacturers of -cheinical plant and industrial . 
equipment in the home and overseas markets: ‘this will ` 
necessitate corporate planning on the part 0of these, 
companies so that such changes are anticipated : ‘and 
therefore exploited by them’.4 ’ 

The management accountant once again has an important 
role to play in this. particular sphere: information must . 
be readily -available-so as to aid management in their 
decision-making, e.g., the relevant costs involved in. the 
introduction of pollution control must be knowri so. that 
management can assess the effect on the marketability 
of the company’s products. Alternatively the management 
accounting system should give company, management ` 
some indication of the viability or otherwise of further 
processing. of the present waste products for posible: 
sale in another form. 

Not: only in regard to the ‘specific area of Stee 
3 Inflation and ‘Real’ Profitability, We G. Lucas (ICMA Leicester 
Conference, March 1974). : 

å Cost and EE Accounting Made Simple, J. Baggott IW. H.. 


` Allen, 1973). 
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control, but also in connection with the planning of the 
company’s future development, it is envisaged that more 
companies will be encouraged to participate in some form 


of national long-term planning. The Rt Hon. Anthony ` 
Wedgwood Benn, M.P., Secretary of State for Industry, 


has already suggested a scheme whereby. the largest 200 
companies in the UK may be required, inter alia, to 
furnish to the government their company plans for the 
next few years. If such a suggestion is accepted, long- 
term forecasting and planning will be more fully utilized, 
although no doubt it is being used i in varying degrees of 
penetration and detail by the. majority of .the larger 
companies at present. 

However, considering the characteristics of the basis 
of the technique, i.e., a forecast is an assessment of 
probable future events for a period of say:five'years ahead, 
disappointment and disillusionment may result if the 
forecasts are too unrealistic. It will no doubt’ be ‘re- 
membered that not so many years ago — actually in 1965 — 
a National. Plan was. issued by. the National Economic 
Development Council; within a very few months the 
plan had fallen into disrepute because it proved to be too 
optimistic and therefore unattainable. 

Nevertheless, the principle behind its publication was 
a good one and the importance. of long-term forecasting 
and planning, as a tool of the management accountant, 


must not be underestimated. It would- seem that, 


whichever political party is in power, the trend will be 
towards a planned national economy,. with industry 
co-operating with government either on a voluntary or 
statutory basis. . 


Manager motivation 


‘It is reasonable to expect that a person will act according 
to. what he perceives his own best interests to be. 
Essentially, therefore, the control system should be 
. ‘designed ‘so that actions it leads: people to take in 
-` ,aceordance with their perceived self-interest are actions 
` ‘that are also in the best interests-of the company’.® These 
. words of Professor Anthony are related to yet another of 
the" :significant areas currently being considered by 
. industry. and many questions result, e.g., what are the 
` behavioural implications of control systems? How can 
“the company motivate its managers, supervisors and the 
~ general labour force? What is the role of the management 
accountant? 
One of the terms -associated with this particular area 
which has been in circulation for some time now is 
‘management by objectives’. This has been defined as ‘a 
dynamic system which seeks to integrate the company’s 
need: to’ clarify and achieve its: profit and growth goals 
with the manager’s need to contribute and develop 
‘himself’.¢ It is a concept which integrates the needs of the 
business with those of the employee; development of the 
‘business ‘and the employee are complementary. 


To many accountants, this technique would seem to be. 
a natural extension of budgetary control. This view has- 


berg confirmed by the Institute of Cost and Management 


` 5 Management Accounting — Text S Cases, Robert N. Anthony (win 
Inc, 1970). 

$ Improving Management Performance, John Humble (Mariagement 
Publications, April 1969). 
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. and maragement by objectives will have little meaning’? > 
It is therefore suggested that, in order to create a ` 


Accountants: 
within zhe framework of a budgetary control system, 
there is likely to be a high degree of success. Unless 
financial targets in the form of budgets are used, there 
will be difficulty in relating performances to profitability, 


viable proposition (in regard to.manager motivation), the 
management accountant must -incorporate the principles 


‘of management by objectives within the budgetary control 
‘system. Applving this. philosophy, the budgets will not . 
only embody the responsibilities (accepted by all parties) . 

of the irdividual manager, but will reflect the policy of ‘ 


the whol2 organization. 


By so doing, the budget will also act as a communication ; 


device — i.e., each superior will be able.to communicate 


to his various subordinates the extent of their responsibilities ` 
as indicated in their individual budgets. In addition, the 


importan: aspect of feedback will be facilitated; regular 
comparison of the actual and budgeted resillts by all 
concerned will encourage an exchange of information and 
ideas between the accountant and the other members 
of the management team, which in-turn should help to 


-break down the communication barriers we so often 


exist in the industrial environment. 


‘if the Ge Tot MBO] are applied 
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By. involving both. the managers and supervisors in ` 


the prepazation of those budgets which reflect their areas 
of resporsibility, the management accountant can, en- 
courage a deeper sense of involvement: in fact it has been 


suggested that ‘higher participation (in budget prepara- 


tion) leads to higher motivation’.® If it also is possible to 
acknowledge achievement by the incorporation of bonuses, 
promotion, etc., within a scheme of management’ by 
objectives, this motivation of both managers. and super- 


‘ visors should be increased to an even greater extent. 


So much for the managers and supervisors but, to 


- coin a well-known question — What about the workers? 


Ideally, the management accountant should also take 


every opportunity of giving relevant information to all 


members əf the labour force in an attempt to create 
a better working environment: it Is suggested that 
accounting information, properly disseminated, can instil 
a degree o? loyalty. Perhaps such improved management- 
to-worker communications can offset some of the existing 
labour-relation troubles in industry today? If so, the 


. management accountant will have an important role to play. 


Conclusion 


Whether ‘industrial management is EH with day- 
to-day decisions, mid-to-long-term planning, meeting 
governmen-’s counter-inflation requirements or manager 
involvement and motivation, it needs pertinent detailed 
facts. The necessary information, as an inherent part of a 
comprehensive “management accounting system, is 
extremely, inportant. 

It may, therefore, be stated by way of conclusion that 
it is in the fulfilment of the accounting information needs 
of manager ent that the major role of the accountant lies — 
not only at the present time but also in the future. i 


? ‘Managemert by Objectives’, ~ Management Accounting, July 1969. 
8 A Game of Rudget Control; G. H. Hofstede (Tavistock 1968), 
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Self. employed cients? 


Help themturn theirIncome Tax ` 
into a pension. 


! 


"Tell them how we Ain their Ti: Aman aged 40 next birthday, saving £300 | 
In come Tax int o a pen sion annually for a Pension Bond, can now expect to receive 


The contributions paid to Time 

Assurance for a Pension Bond will 

have the same effect on their tax — 
- assessment as a business expense. - 


The full amount of the contribution is _ 


deducted from earned income before 
tax is assessed and they, therefore, 
receive tax relief on it at the highest . 
rate of tax paid. In addition Time 
-Assurance invests the contributions 
in a fund, which is totally tax-free fo 
provide pensions at retirement: 


Amount of pension (to nearest £) for men retiring at 65 paying a 
premium of ‘£100 a year from different ages of entry including 


estimated bonuses based upon current rates. 





Pension at age 55 


Cash option at age 65 





Total Pension Adjusted 
Guaranteed | at 65. with | Total 
Basic estimated Tax-Free Pension at 
Pension bonus— Cash Sum age 65— 
payable payable 
for life ‘ for life 


Age next 




















If you select age 65 as your retirement age then the figure shown i In 
column 3 is the pension which wil! commence on your 65th birthday. 
‘The figures in the final 2 columns show the tax-free lump sum and ravised 
pension at present tates, if you choose to commute part of your normal - 
pension for cash. 








an TIME ASSURANCE 


a pension of £3,511 on retirement at 65, and continue 


_ receiving this sum annually for life. Or he could take a. 


tax-free lump sum of. £7, 818 and an annual pension of 
£2,606. 


Other Benefits 


At retirement there are many options open to them. 


They have the choice ofa HIGH FLAT RATE pension or 
a DYNAMIC pension (increasing every year throughout 
lifetime). They may elect to include their wife as.a joint 
pensioner. They may take a TAX-FREE cash sum, in 
which case the pension would be reduced. 

How safe is the Investment? 

Funds exceed £10,000,000 and are Wai in Fixed 
Interest Stocks (largely British Government Long 
Dated Stocks). There are no SEN in Equities.or 
‘Property. 

Benefits for your clients and you 

Bigger starting pensions—plus tax relief and many 
other benefits for your clients—and a realistic commis- 
sion for you. This is-what it means when you recom- 
mend Time Assurance Personal Pension Bonds. Return 
the coupon now for details and a full set of rates for 


men and women at all ages. Na 


Fe E Geesen Et 


i TO: TIME ASSURANCE SOCIETY 
| 56 Moorgate; London EC2. Tel: 01-628 754677. 
Manchester Office : 12a Piccadilly, Manchester 1. 

Telephone: 061-624 7299/061-624 9955. 
Scottish Office: 6 York Place, Edinburgh 1. Tel: 031-556 3895. 
Please register me|us as Agént(s) of Time Assurance Society, and send 
a supply of. Pension Bond literature, 

_ TA3MOMA4 


NAME. en? EEN 
i : BLOCK CAPITALS, PLEASE 


fi 
i 
1 
H 
H 
H 
d 
H 
$ 
H 
i 


ADDRESS. 
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The Personal 
Pension People 
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| oure ients can 
invest now | 
l Së decide where ace 








A lot of people are undacided about Bet ata. high rate of interest: 


where to invest just now. Butthe worst ` Then — whenever they're ready and 
thing they could do is nothing. Doing. ` withovt charge —they can switch their 
nothing could be costing them money. ` manny to one of bai SE de 
‘Your clients could, in fact, be makin whethar it's our Agricultural Bon l 
a good short-term profit through a g Property Bond, Shenley Equity Bond or 
Shenley Money Bond from Property the unique Shenley Investment Bond. Or : 
Growth Assurance.. they cen, of course, cash in at any time. 
They can invest any sum they like With a Shenley Money ! Bond you can ` 
- from £1,000. Because it's partofour l make money for your clients now. Get 


business to place large sums in the 


] f the full details from any of: our branch ` 
‘money market we can increase their 


d K ` offices listed pele: 





PROPERTY ¢ GROWTH ASSURANCE 


Head Office: 
411 WEE Bridge Road, London SE) 7JF. Telephone: 01- wee 0381 
Branch Offices: 

City: 26/28 Mark Lane, EC3R 7EA 01-626 3372 Leeds: 43 Wellington Street, Let 2DE teed 36561 2. 

West End: 13/14 Hanover Street; WIR 9HG 01-629 6083 - E Manchester: Brazennose House, Brazénnose Street, 

Birmingham: 31 Hurst Street, B5 4DD 021 -622 2262 GE 061-832 7355 . WA 
' ‘Bristol: 29 St. Nicholas Street, BS1 1TP Bristol 28068 ` JA Scotlanc: Anderston House, 389 Gate Street, Glasgow, G2 8NQ: 

Chelmsford: 37 Baddow Road, CM2.0DB Chelmsford’ 66956 1. 0494-221 5933/7 


+ Croydon: 49 St. Georges Walk, CRO 1YL 01-681 6511 ob Ser E3 Hm Street, St t Helier, Jersey, C.l. Sentral 25201. 
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"EUROPEAN Unity: the Ideal and 

Reality’ was the central theme of 
‘Accountantsdag 1974’, the annual con- 
ference of the Nederlands Instituut 
van Registeraccountants held on Sep- 
tember 19th last in Amsterdam. The 
theme was discussed at political level 
during the morning session of the con- 
ference, and from the point of view of 
the accountancy profession, in the after- 
noon. 

Speaking on the political difficulties of 
achieving European unity, Professor Dr L. 
J. Brinkhorst, the Netherlands Secretary 
of State of the Ministry for Foreign 
Affairs, remarked that although there was 
an Economic and Monetary Union, the 
principle behind European integration 
was a political one and the ultimate 
objective was still a political one. 


Economic approach to unity 


While the economic approach to Euro- 
pean unification was, of course, extremely 
important in itself, Professor Brinkhorst 
thought that in one sense it was only a 
roundabout way of bringing about 
changes in the foundation of the Western 
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Unity in Europe - 
Professional and Political 


Frank Discussion at Netherlands ‘Accountantsdag’ 


European political structure. Economic 
unification, however, did not auto- 
matically lead to political unification, 
though there were unfavourable reper- 
cussions on economic integration if the 
prospects of unification were obscured. 

‘There is no genuine national option 
for member-states in economic matters’, 
said Professor Brinkhorst. ‘In despera- 
tion, member-States still keep trying to 
apply national solutions to their economic 
problems and this, too, may have un- 
favourable repercussions on integration; 
but the inadequacy of these attempts on 
too small a scale is becoming more and 
more evident. 

‘In essence both the political and the 
economic motives are so strong that one 
is justified in regarding the present 
setbacks and the resulting stagnation, 
however serious and however dis- 
quieting, as temporary phenomena. Be- 
sides, it is only natural that there should 
be ups and downs in so complex and 
radical a process, 

‘Nevertheless’, he went on, ‘in the 
long run it can be expected that the 
common interest will prevail and, sup- 


=. |] BRINKHORST!| 
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Professor Dr L. J. Brinkhorst, Secretary 





of State of the Ministry for Foreign Affairs, /eft, who 
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addressed the morning session, with Mr C. Snoep and Dr J. Moser. 


ported by genuine political will, will be 
strong enough to raise decision-making 
in a number of essential fields to European 
level. Psychologically, of course, there is 
still a long way to go before people will 
regard decision-making in Europe as 
authentic and legitimate. 

‘Acceptance of European decision- 
making will only be forthcoming if the 
political process is transferred in part to 
European level, which means the forma- 
tion of European political parties, a 
directly-elected European Parliament, 
and an effective decision-making body 
responsible to it.’ 


Britain will remain in EEC 


During a lively discussion following 
Professor Brinkhorst’s paper, Mr Victor 
McDougall, Secretary of The Institute 
of Chartered Accountants of Scotland, 
grasped the nettle and spoke of the 
present attempts at re-negotiation of 
British membership of the EEC, which 
are the cause of much concern all over 
Europe. He was sure that Britain would 
remain in the EEC. 

Declaring that the forthcoming British 
general election would be determined in 
Scotland — where certain people wanted 
to become ‘tartan sheiks’ at the expense 
of the English - Mr McDougall drew 
an analogy between the long-drawn-out 
path to unity between Scotland and 
England and present attempts to achieve 
‘overnight’ unity in Europe. Those who 
make decisions at the EEC are restless 
but they should be patient. 

Observing that it was much easier to 
destroy than to build, Mr McDougall 
concluded his remarks — to resounding 
applause from the packed conference — 
with the words ‘May we build well’. 


Problems facing accountants 


Speaking on ‘Problems for the ac- 
countancy profession in the EEC’, Mr 
Douglas Morpeth, T.D., B.COM., F.C.A., 
Chairman of the English Institute’s 
Overseas Relations Committee, said that 
while it might be easier for the other 
European countries to agree on how to 
achieve freedom of establishment if 
Britain left the Community, in his 
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Mr J. C. Wisse, President of the Netherlands 
Institute, opens the conference. 


belief Britain must stay in and make its 
contribution to an expanding Europe. 

Problems facing the accountant wishing 
to practise his profession in other EEC 
countries include: language; knowledge 
of company and tax laws, including 
accounting principles and statutory ac- 
counting requirements; the barriers set 
up by member-states either to control 
the standards of auditing or to restrict 
the right to audit to nationals only; and 
differing social and economic backgrounds 
in the various countries. 

It would clearly be of immense assist- 
ance to companies operating throughout 
the various member-states, however, 
if there were greater harmonization of 
company law and taxation, said Mr 
Morpeth. The accountancy profession 
in Europe had the chance to develop 
accounting standards for the EEC with 
the support of the Commission. 


Barriers to harmonization 


The barriers to harmonization took 
many different forms, stated Mr Morpeth, 
and he went on: 

‘The right to carry out audits is 
restricted to authorized bodies, and in 
addition only nationals of the country 
can become members of the accounting 
body to which is reserved the right tc 
carry out such statutory audits. This is 
the case in Belgium, France, Germany 
and Denmark, which also requires resi- 
dence. In addition, some countries do not 
permit partnerships between members of 
statutorily recognized bodies and non- 
members. 

‘In all these countries, however, there 
are exceptions which allow exemptions 
from these conditions, but under strict 
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control — as in Belgium, where only the 
King can grant the exemption. 

‘The UK only permits members of 
four accounting bodies to carry out audits 
and membership of these bodies is 
controlled by those bodies themselves. 
But there is a sometimes used procedure 
whereby certain other persons may be 
authorized by the DTI to carry out 
statutory audits. 

‘There are many differences in the 
form in which accountants are permitted 
to practise. For instance, in France, 
partnership is not accepted and one has 
to practise in one of their statutorily- 
recognized firms. Again, there are some 
basic differences in ethical restrictions, 
which cut across established practices in 
other member countries. These need to 
be rationalized so that the EEC ac- 
counting profession can recognize that its 
role, purpose and duty is to give a service 
to the public, and practises which may 
not be in the public interest should be 
examined,’ 

While he took the view that the Com- 
mission was fully aware of the problems 
and, indeed, was trying to solve them, 
Mr Morpeth warned that ‘no solution 
should be considered unless it includes 
a minimum standard of competence and 
means by which such competence can be 
encouraged to improve’. 


Professional harmonization 


and political unity 


Dr Reinhard Goerdaler, the distinguished 
German Wirtschaftspriifer, declared that 
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progress towards the harmonization of 
freedom of establishment and freedom of 
practice would be very slow, simply 
because it was an area in which political 
considerations prevail. He said that 
requirements for the carrying out of 
audits, in the proposed Fifth Directive 
as amended by the recommendations of 
the EEC Accountants’ Study Group, 
were generally acceptable and should be 
adopted. 

He felt, however, that even if the legal 
barriers affecting freedom of practice and 
establishment are abolished, the audit 
work of national companies would prob- 
ably still remain in the hands of members 
of the national professions. This situation 
would only change if and when the EEC 
countries joined in one political and 
economic community. 


Mutual recognition 


Mr P. H. Boschma, a leading Dutch 
registeraccountant, dwelt on the same 
theme in his paper. Above all, he said 
that the mutual recognition of diplomas, 
titles and the like, giving admittance to 
certain activities where recognition was 
required to attain the necessary freedom, 
must not lead to a lowering of the quality 
of those activities. 

‘It has to be recognized that while all 
men are equal, some European account- 
ants are more equal than others’, he said. 
‘When that statement is no longer true, 
the European accountant will have 
arrived.’ 





Mr Douglas Morpeth, T.D., B.Com, 
Relations Committee, /eft, and other members of the panel at the afternoon session. 


F.C.A., Chairman of the English Institute's Overseas 
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CENTENARY COMPETITION — THIRD PRIZE ENTRY 


Trends in Taxation 


by R. W. MAAS, A.C.A., A.T.L.1. 


HANCELLOR slashes Income Tax by a third’! 

How pleasant to be able to read such a headline in the 
evening papers on Budget Day. Unfortunately, the likeli- 
hood of this happening is a little remote. In fact, 
alas, I can no more imagine this happening than I can 
imagine having to grope my way through my professional 
life without the help — or even, on occasions, the irritation — 
of The Accountant. 

Things were not always thus, however. In 1874 a 
fledgling magazine made its first, probably cautious, 
perhaps tremulous, appearance on the nation’s book- 
stalls. In that year also Mr Northcote, Chancellor of 
the Exchequer, announced in his Budget the one-third 
reduction in income tax — from threepence to twopence 
in the pound. Actually, in the General Election of that 
year, both Gladstone and Disraeli had promised to repeal 
income tax — but Northcote decided to phase out the tax 
rather than abolish it at a stroke. 

One hundred years later The Accountant is, happily, 
still with us; unfortunately, so is the income tax. In 1974, 
Mr Healey, far from emulating his predecessor of 100 years 
earlier, increased the top rate of income tax to 98 per cent. 

The income tax has changed considerably over the past 
100 years. The increase in the rate is the most noticeable 
difference. There are many others, however. In 1874 the 
tax was levied at a flat rate on a person’s total income. 
Today it is charged at a heavier rate on investment in- 
come than on earnings; no tax is payable on income below 
a specified level; there is a complex system of personal 
reliefs; and the tax is levied at graduated rates, increasing 
with the size of a person’s income. These are all visible 
signs of the refinement of the tax. 


Importance of income tax 


Interesting as they are, however, my immediate con- 
cern is not with detailed changes in the UK tax system 
but rather with the underlying trends that can be dis- 
cerned from them. These fall into six broad categories — 
the increase in importance of income tax; the broadening of 
the tax base ; the reform of existing taxes ; the re-distribution 
of wealth; equity; and administrative convenience. 
_ Prior to the introduction of income tax in 1799, taxation 
in this country was based almost exclusively on expendi- 
ture, with Customs and Excise duties being the major 
revenue-raiser. Even after the introduction of income tax, 
the revenue that it raised was comparatively small for 
many years; rates were low and evasion widespread. 

It took until 1902 for the rate of income tax to exceed 
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This third prize-winning entry in our 
Centenary Competition concludes that, in the ; 
present state of the UK tax system, ‘equity has | — 
taken a back seat and administrative 
convenience is now behind the steering 
wheel’. 
The author qualified as a chartered accountant ` 
in 1965, and is a partner in the firm of Stoy, 
Hayward & Co. His previous contributions 

to professional literature have included his 
prize-winning P. D. Leake paper ‘In Defence 
of Estate Duty’, published in connection with 
the previous Government's 1972 Green Paper 
(Cmnd 4930) on an inheritance tax; and, in 
lighter vein, ‘A Tax on Christmas?’ in The 
Accountant of December 16th, 1971. 
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10 per cent, and two world wars to boost it to current 
levels. In 1914, the top rate of income tax was 1s 2d in the En E 
(about 6 per cent) and this was payable only on earnings 
over £3,000 and on investment income. By the close of the — 
First World War the top rate had risen to 6s in the £ 
(30 per cent) and this was reached when income exceeded D 
£2,500. 

In addition, supertax, which had been introduced in ` 
1909 on the higher incomes, increased from 6d in the £ h 
(2} per cent) at the outbreak of war to a maximum of ` 
4s 6d in the £ (224 per cent) at the close. On the highest ` g 
part of a wealthy person’s income, the combined income — 
tax and supertax rate thus increased from about 8} to 
524 per cent during the war years. 

After the First World War, a major change took BE: 
in the income tax system. Personal and earned income — 
reliefs were introduced and, subject to small reduce do 
rate bands, the taxable income remaining was then taxed 
at one standard rate. This was a simplification of th 
previous system under which the rate of tax varied with 
a person’s level of income. The standard rate of tax ranged 
between 25 and 30 per cent up to the outbreak of the S 
Second World War although the top rate of the super- — 
tax, or rather surtax, as it had become, had increased to ` 
around A1 per cent, giving total marginal rates of up to — 
70 per cent on the part of a person’s income over £ dee 7 
at the beginning of the war. K 

By 1946 the standard rate of income tax had ioone 
to 50 per cent and the top rate of surtax to 474 per cent; A 
the total tax burden on the top slice of a person’s income 





could therefore be as high as 97} per cent. On this basis, 
Mr Healey’s top rate of 98 per cent may not appear 
exceptional, but it must be borne in mind that in 1945-46 
the 97 per cent ratë was not reached until a person’s 
income exceeded £50,000, whereas today the 98 per cent 
rate is reached at £15,000, so that its effect is substantially 
greater. — "7 ZP 
The effect of inflation also needs to be remembered. 
In terms of current purchasing power, the equivalent 
figure of £50,000 in 1946 would be around £170,000 today. 
It is interesting to notice that, although wars inevitably 
give ise to a steep increase in income tax rates, the 
cessation of hostilities never seems to signal a significant 
drop in the income tax. 
_ The increase in the rates at which the tax was levied 
is a clear indication of its increasing importance. As early 
as 1909 Lloyd George was describing income tax as ‘the 
centre and sheet anchor of our fiscal system’ and, as can 
be seen from the above figures, its full potential had hardly 
es touched on at that stage. Today income tax accounts 
or around 45 per cent of total tax revenue. Unfortunately 
or modern-day Chancellors, the dramatic increase in the 
ax rates that have occurred over the past 60 years cannot 
be repeated as the rates must now be very close to their 
maximum practical level. 
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Broadening of the tax base 


The fact that there is no longer great scope for increasing 
tax revenue by raising the income tax has been a major 
contributing factor to a radical change in our tax system — 
namely, the introduction of a range of new taxes. This is 
not to suggest that the need to increase revenue has 
brought about the introduction of new taxes; a variety of 
other factors — in particular the use of the tax system to 
edistribute wealth — are also of importance. However, it 
is doubtful if complex new taxes would be introduced 
or this purpose if there were still scope for taking sub- 
tantial additional sums from wealthy taxpayers via the 
income tax system. 
_ The introduction of estate duty in 1894 can be seen, 
in retrospect at least, as a major new tax although at the 
time of its introduction it was levied at a maximum rate 
of only 8 per cent compared with a top rate of 75 per cent 
at the present time. Another significant new tax was the 
profits tax. This was introduced in 1946 and was based 
on a former temporary wartime tax, the national defence 
contribution. There have also been a number of wartime 
taxes which were introduced to meet the need to raise 
additional revenue quickly, but only for a comparatively 
short period of national emergency. 
_ In contrast, the last decade has seen a plethora of new 
taxes and the next few years presage further major 
additional imposts. 
_ The first of the major new taxes was the capital gains 
tax which burst upon the scene in 1965. In comparison 
with the yield from income tax, which is now running 
at almost £10,000 million, capital gains tax is not a major 
revenue-raiser — but then, in comparison with the yield 
from income tax, none of our taxes (other than value 
added tax) is a major revenue-raiser. 

In the current year, capital gains tax is expected to 
produce over £300 million; this could hardly be des- 


cribed as insignificant, and is comparable to the yield 
from estate duty. Capital gains tax is charged at a com- 
paratively low rate of 30 per cent and there is clearly 
scope here for a future Chancellor to boost the yield 
either by increasing the rate or, as seems more likely, by 
transforming the tax from a flat-rate impost to a 
graduated scale of rates which will fall more heavily on 
larger capital gains. 

The next of the new taxes was the short-lived selective 
employment tax which was introduced in 1966. (I have 
deliberately passed over corporation tax, as this was not 
really a new revenue-raiser but, to a large extent, merely 
replaced income tax and profits tax on companies.) The 
selective employment tax, although presented as an 
economic tool to control the use of labour, was un- 
doubtedly primarily conceived as a revenue-raiser. It is 
significant that, although its repeal was promised by the 
Conservative government almost as soon as it was con- 
ceived, a new revenue-raiser, the value added tax, was 
introduced at the same time as SET was repealed. 

Value added tax was clearly primarily introduced 
to raise additional revenue; in only its second year of 
operation its yield is over 30 per cent of that of the income 
tax, and over 10 per cent of all taxation in this country. 
The scope for increasing the yield by the application of 
differential rates for certain types of expenditure is 
enormous. In this year’s budget, the yield was raised by an 
estimated £200 million by means of some comparatively 
minor changes. Over the next decade it seems that VAT 
is likely to be by far the most successful of all new taxes 
in terms of its usefulness in increasing the total tax yield. 

Even though VAT is a readily available means of 
raising substantial additional money it suffers from a 
major defect — it was introduced by a Conservative 
Chancellor, and this, under our two-party system, sub- 
stantially rules out VAT as a fiscal weapon in the hands 
of a Labour government. Mr Healey must accordingly 
look elsewhere to find a source for future increases. He 
had found this in the capital transfer tax — or gifts 
tax as it is likely to be colloquially called — and the 
wealth tax. 


Gift tax uncertainties 

The gifts tax is already with us; the wealth tax merely 
threatened. Or perhaps the gifts tax is not already with us! 
It is all rather confusing. It applies to gifts made since 
March 26th last — yet nobody even knows the rate or 
rates at which it will be levied. If a Labour government is 
not returned at the next election, it is difficult to imagine 
what will happen to the tax. A new Chancellor may 
feel compelled to introduce the legislation as transactions 
are taking place now on the basis that the tax exists. On 
the other hand, as he will know nothing about how it is 
intended that the tax should operate, he may feel inclined 
to repeal it retrospectively from the time of its im- 
position; that is, if one can repeal a non-existent tax. 
This is one of the problems with the new, but un- 
fortunately growing practice of legislation by intent. 

It is difficult to envisage what new taxes may be in- 
troduced in the future. There is clearly scope for raising 
new revenue by means of a payroll tax. Apart from this 
there does not seem much further scope for broadening 
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Machinery Valuers 


Valuations for insurance, costing and all 
financial purposes. Plant Registers pre- 
pared. 





“find ways of giving 
our older citizens a fair deal ` ` 
says Alan Watson of Panorama 


‘As a television reporter it is my job to investigate 
problems of real concern. There is no more urgent 
problem in Britain today than to find ways of giving 
our older citizens a fair deal. 


‘Last Christmas | reported in a PANORAMA 
programme on the predicament of three splendid 
Old Age Pensioners in Blackburn: Maggie, Tillie 
and Polly. As a result they became nationally known 
and the public response was extraordinary. Many, 
many people wrote in offering money, gifts, and 
their time and labour. 





Industrial Property Valuers 


Valuations for public issues, mergers and 
all market transactions, rent reviews, 
insurance, etc. 


Fire Loss Assessors 


Claims prepared for the insured and 
negotiated with the insurer's adjusters. 





‘Maggie, Tillie and Polly were delighted and grate- 
ful but there are so many other old people inade- 
quately housed and without proper personal care 
and attention. The Methodist Homes for the Aged 
can’t help them all but they do provide hundreds of 
older people with a cheerful place in which to live; 
homes where they enjoy privacy and companionship. 





Property Consultants 


Up to date professional advice on re- 
development, relocation, acquisition, dis- 
posal and letting. Comprehensive regis- 
ters maintained of factories, warehouses 


S e d x nd sites. 
But inflation makes this worthwhile service more s 


expensive month by month. If the Methodist Homes 
for the Aged are to maintain the standards of their 
homes and expand the work they so want to do, then 
they must ask for your help. | know you will respond 
with a gift because | have already discovered the deep 
concern and generosity of people when they really 
understand the needs of others’. Please bring this 
appeal to the attention 
of your clients when they 
are discussing their Will. 


Methodist 
Homes 


for the Aged 


General Secretary 

Rev. R. J. Connell, M.B.E.,B.A BD. 
1 Central Buildings 
Westminster 

London SW1H 9NS 





Rating and Compensation 
Surveyors 


Rating assessments challenged. Com- 
pensation claims prepared on compulsory 
acquisition. 


John Foord & Co 


61 Queen's Gardens 
London W2 3AH 


01-402 8361 
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The Institute of Chartered Accountants of Scotland 


INCORPORATED BY ROYAL CHARTER IN 1854 


extends warm congratulations to 


THE ACCOUNTANT on the occasion of its 


CENTENARY 


The INSTITUTE is happy to have developed over the years a good relationship with 
THE ACCOUNTANT which has resulted in an arrangement with 


GEE & CO (PUBLISHERS) LTD — Publishers of The Accountant 


for them to publish for THE INSTITUTE works of importance to the accountancy 
profession, the first of which is 


PROPERTY DEVELOPMENT TAXATION: FINANCE ACT 1974 
by M. C. D. ROBERTS, M.A., C.A., and D. ARTHUR, C.A. 


which will shortly be available. 


As the oldest chartered accountant 
student society in England and Wales, 
the Birmingham Students’ Society 
take great pleasure in congratulating 
THE ACCOUNTANT on its 100th 
birthday. 


Students have, for one hundred 
years, benefited greatly from THE 
ACCOUNTANT and particularly in 
recent years from its feature ‘Student 
Roundabout’. 


May THE ACCOUNTANT con- 
tinue to serve students and the pro- 


fession for many years to come. 





The Associa tion 


of International Accountants 


Con sra tula te 


The Accountant 


on the first 


TOO years 


LINK HOUSE (P.O. BOX 38) 
BILLERICAY, ESSEX, ENGLAND 
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the tax base. "The ingenuity of future Chancellors cannot 
be underrated, however. 

The last decade has seen an E E amount of 
new tax legislation. Apart. from the completely new’ 
-taxes considered above, major. changes have taken place _ 
to the income tax and other existing imposts. 

The ‘first radical change was the introduction of cor- 
poration tax in 1965. This: separated the taxation of 
companies from that of irdividuals — a shrewd move, as 
it enables tax on income o7 companies, which do not have 
votes, to be raised without at the same time having to 
increase that on individuals, who do. It also simplified the 
taxation of companies’ income by replacing two existing 
taxes, each with separate rules, by one. 

Unfortunately, this good deed was. rather destroyed by. 
the introduction of a separate tax on dividends; true 
simplification of our tax system is undoubtedly regarded 
as ‘un-British’ by all Chancellors whatever their political 
‘persuasions. 1972 saw a major reform of the corporation 
tax itself by doing away with the separate tax on dividends. 
Mr Barber, in doing so, managed to perform the seemingly. 
impossible feat of abolishing a tax whilst retaining its 
complications. The means that he conceived to achieve 

this he called advance corporation. tax. 


Personal taxation. 


Personal income tax has not remained immobile dire 
‘ this period, either. 1972 saw the replacement of two 
‘separate taxes, income tax and surtax, by one-unified tax. 
Again the Chancellor managed to achieve this without 
at the same time simplify_ng the tax system. 

This was done by dividing the new tax, like, Caesar's 
Gaul, into three parts, each with its own set of rules. The 
unified tax represents only an interim measure, however. 
The personal tax system is likely to change radically 
over the next few years. A new system is likely to mesh 
in with social security benefits to centralize most of the 
benefits and imposts that the State either gives to, or 
levies from, its members. 

. The other old-establish2d direct tax, estate duty, is due 

to disappear — or possibly has already disappeared (it 
is all most confusing!) — as it will be replaced by: the 
new capital transfer tax If this takes, place, our tax 
system will thus be unrecognizable compared with that 
which existed only ten years ago. 
- The various reforms have generally been presented as 
indicating a trend towards the simplification of the tax 
system. This is not wholly true. The reform of income tax 
in ‘particular is undoubtedly a major simplification ; 
S however, the major problem that we face in this country 
is that our legislators seem. to be obsessed with the 
` thought of tax avoidance possibilities. Because of this we 
seem to have developed the technique of.taking a concept: 
of a simple tax and then hedging it round with so many 
provisos, in order to prevent any possibility of avoidance, 
‘that it is difficult to find the~basic simplicity that had 
characterized the initial. idea. It is by now unrealistic 
to hope that we will ever see a simple tax in this 
country. 

So what of the future? Assuming ‘that the capital 
transfer tax becomes 3 reality and either ‘a negative 
income tax or tax crèdit system is introduced to complete 
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the ojei et df personal income ‘tax, ‘can we 
expect to be left to become familiar. with our existing 
taxes for the foreseeable future? This is difficult to tell. 
The trend to reform seems to have reached its ultimate 
conclusion and we are unlikely to see again for some 
time be sort of structural changes that we have witnessed 
over the past few years. 

On the other hand; major tax dongs could ES be 
forced on us from outside. Tax ‘harmonization within 
the European Economic Community is likely. to require 
major changes in all of our taxes, including those taxes 
such as corporation tax and VAT‘ which some have 
regarded oa tailored with Community requirements in 
mind. This- factor apart, it is probable that tax changes 
over the next few years are likely to be confined to those 
felt desirable-to combat avoidance. i 


Redistribution of wealth - 

Taxation in Britain,’ in its initial stages, was introduced 
in order to raise revenue. The many changes that have 
taken place over the years have, until comparatively 
recently, generally been directed at refining the tax 
system to make its operation more equitable and to 
impose the greater burden on those most able to bear it. 
In recent years, however, a new consideration has crept 
into the system: the concept of using the tax system as a 
means of redistributing wealth within the community. 

The projected wealth tax is probably a prime example 
of this concept; the yield is unlikely to be high, and 
administrative costs will undoubtedly be far higher than 
for other taxes. The tax will not therefore be a major 
revenue-raiser. ‘The prime purpose of its introduction is 
to cream off wealth from a few to redistribute it to the 
many.’ Actually, wealth will be redistributed to the 
government and it is debatable whether it will do more 
good for the community in their hands than aes it remains 
with the present owners. 

The very high top rates of tax on e incomes are 
also directed more to the redistributing of wealth rather 
than the raising of revenue. Their. yield is negligible; 
their only purpose is.to reduce the disparity between 
incomes of different members of the community. Both 
main political parties now seem to. subscribe to this ‘new 
use of the tax system. 

Although the proposed wealth tax and the capital 
transfer tax probably represent the limit of the.new ` 
taxes that can be introduced to achieve this aim, there is 
obviously scope for increasing the rate of tax on capital 
gains and also for, new anti-avoidance provisions in 
order to further the objective of redistribution if, as seems 
likely, the gift and wealth taxes do not achieve Thei aim 
with sufficiently rapidity. l 


Equity 
As indicated above, the rates ‘at which income tax was 
levied were comparatively small until the time of the 
First World War. With low tax rates, the need for 
differential rates or for personal reliefs was not very 
great. 

A reduced rate had been levied on sonal incomes from 
1853 to 1863, when it was discontinued, and a surcharge 
on higher incomes was’ levied from 1909. The refinement 
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i BE the tax system to seek to ensure that the tax ‘ander: 
was shared fairly was not, however, given any, impetus . 


until high tax rates were forced upon the country by the 
need to finance the war effort. After the First World War, 


_ the income tax system was am=nded to ensure that the lower- 


- anti-avoidance measures. Sirce the early 1920s there has. 


paid, and those with wives and families to support, were ` 
‘left with sufficient income oa. which to eke out a living. 


At the other end of the scale, the surtax rates becamé 
progressively heavier from about 1930 onwards, reaching 
a very high level by 1926. In fact rates were not 
increased further after that date, from which it might 


‘be inferred that they were then already considered to be 


at about the highest practica. level. 


The other major area in waich changes have taken place 


in order to bring greater equity to the tax system is in the 


been a constant refinement of legislation in an attempt 
to prevent the loss of tax by way of legal avoidance. 

A strange and unwelcome phenomenon of the- anti- 
avoidance measures is that, a:though the basic justification 
of.such provisions is to ensure equity, in so far as they 
are designed to ensure that people bear the burden of tax 
which Parliament thought that it was imposing on them, 
the provisions are often themselves inequitable. This is 
increasingly the case in recent years. The draftsmen of 
the relevant legislation seem to have become so frustrated 
over the way in which their anti-avoidance provisions. are 
themselves dissected in an effort to find — and- exploit — 
loopholes, that they are now drawing up such provisions 
in very wide terms and have secome seemingly indifferent 
to the large number of innocent transactions that may 
thus be brought within their scope. . 

Whereas in the past ant--avoidance. provisions “were 
narrowly- drawn up in an attempt to catch specific trans- 
actions they now appear to he aimed at deterring people 
from venturing at all into many types of. transaction, 
even though such a transaction may be commercially 


justifiable and desirable. This sort of approach can be 


justifiable if taxpayers are given an opportunity to deter- 


, mine, before entering into a commercially desirable 


transaction, whether or not they will become enmeshed 
in an anti-avoidence trap. Urhappily this is not the case. 
The relevant provisions generally contain no clearance 
procedure, as in sections 478 and 487 of The Income and 


‘Corporation Taxes Act 19703 or where they do contain 


a clearance procedure, such as in sections 460 and 488, 
these are very unsatisfactory as they enable the Inland 
Revenue to refuse to sanction a transaction without 
having to give reasons for mar refusal. 


Legislation by intent 


This new trend away from equity and towards ex- 
pediency is particularly evident in the disquieting practice 
of legislation by intent. In the past, anti-avoidance 
legislation has had to wait for the annual Finance Bill. 
In the last few years, however, a practice has grown 
whereby a Treasury minister announces that the govern- 
ment intend to introduce legislation on a specific topic 


B in the next Finance Bill and that such legislation will 


take effect from the date of the announcement. People 
are thus deterreč from carrying’ out transactions because 
until the legislation is published, several months later, they 
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cannot tell what ihe tax effect, of their transactions will ` 


be. This practice was worrying enough when it was 


. confined to ` anti-avoidance ' legislation. It is clearly in- 


equitable to apply it to other types of legislation, however, 
as Mr Barber did with the development gains tax and tax 
on first lettings and as Mr Healey has done with the 


. capital transfer tax. 


During the period from about ` 1920 to dee 1968 
the linck-pin of our tax system was probably the desire to 
be as equitable as possible. This has inevitably led. to 
extreme complexity in an effort to seek to ensure that every 
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transaction will be dealt with fairly. Over the last. few- 


years, ttere has been a radical and perceptible change. 
Equity kas taken a back seat, and administrative con- 
venience is now behind the stening wheel. 


Administrative convenience . 


When equity was King the tax gatherers ~ and: tax 
advisers —. were forced to grapple with the complex 
legislation that was needed to ensure fairness. The com- 
plexity cf the legislation has given rise to a need for a 
substantial expansion in the manpower resources of the 
tax gatherers to enable the tax to be administered 
properly. This has in turn given rise to immense staffing 
problems. A realistic solution would be to remove some 
of the complexity inthe legislation, even though this 
means accepting that there may then be scope for 


avoidance in some cases. 


Such a solution is unthinkable in ‘this country; the motto 


that ou- Legislature had adopted seems to be “Better that - 


ten innocent men should be unwittingly caught in a web 
of penel taxation than that one oz avoider should go 
free’, There has admittedly been a clear trend towards 


simplification. Unfortunately for the taxpayer it is very one- l 


sided simplification. 


Where ten years ago a apik provision might have 


been included ro combat avoidance; that provision will 
still be included today. Where, however, ten years ago 
an equally complex’ provision would have been included 
to grant a relief to a taxpayer, the probability is that the 
provision would be omitted today. 

For example, in 1972 provisions were introduced to tax, 
over a seven-year périod, increases in value of shares 
acquired under share incentive schemes. ‘Had this legis- 
lation ke2n introduced in 1962, it would undoubtedly 
have coniained top-slicing provisions to stop the gain 


-being taxed wholly in one year. As it is, such a provision 


is noticeasly absent. This is because the Inland Revenue 
feel that the-number of people likely to benefit is too small 
to justify the work involved in Popong their staff on the 
operation of such a provision. ` 

Perhaps the motto really is that ‘the. administrative 
convenience of the many justifies the penal taxation of the 
few’. Further evidence of this attitude can be seen by 
reading the notes published after meetings between the 
Inland Fevenue and the allied accountancy bodies. 
These gererally make very depressing reading. 

An extension of the reluctance of the ‘tax gatherers to 
grasp the nettle of complex legislation is the growth in 
the areas that are left to the discretion of the adminis- 
trators. The. VAT legislation is a prime example of this. 


Although it covers zt sections and. six schedules in the 
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Finance Act 1972, Parliament could have enacted the 
whole of the legislation in one sentence, with virtually 
the same effect as at present: ‘A tax, to be known as the 
value added tax, shall be charged on the supply of goods 
and services in the UK, and on the importation of goods 
into the UK, in accordance with such regulations as the 
Commissioners of Customs and Excise may from time to 
time in their absolute discretion decide’. 

The justification generally put forward for the delega- 
tion of discretionary powers to the tax gatherers is that this 
enables them to deal with anomalies and inequities 
instead of being bound by rigid rules. In practice, what 
normally happens is that the tax men create their own 
rigid rules. The overall effect is thus merely that the 
taxpayer now no longer has a right of appeal against 
administrative decision; if the administrator is given the 

. power to lay down the rules, his interpretation of those 
rules is unassailable. 
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In the past, the trend in taxation has been towards the 
achievement of as equitable a tax system as possible. The 
approach has been that tax has to be collected 
but that the burden should be spread as fairly as is 
practical. 

The last few years have seen a change in this policy. 
Future legislation is likely to exhibit a strangely am- 
bivalent attitude. On a political level, equity is still the 
aim; on an administrative level expediency and adminis- 
trative convenience hold sway. As the draftsmen are 
generally influenced by the politicians in the formation 
of policy but by the administrators in the conversion of 
such policy into legislative form, the result is often a 
contradiction, and equity spawns inequity. 

At this stage, it is not clear whether the politicians or 
the administrators will eventually come out on top in this 
struggle for power. What is clear is that it is invariably 
the taxpayers who are the losers. 


Tax Deposit Accounts 


Lack. of Understanding of Scheme 


T is now well over a year since the Commissioners of 

3 Inland Revenue started accepting interest-bearing deposits 

in respect of corporation tax liabilities under the scheme 
which came into effect on April 2nd, 1973. Yet there seems 
to be a significant lack of understanding of the scheme not 
only among bankers and solicitors but also among account- 
. ants and the trades and industries which they advise. This 
extends to unawareness of the existence of the scheme in 
some cases and to misconceptions as to its. terms and 
modus operandi in others. 

The general view taken at the outset was that terms were 
not sufficiently attractive, interest rates were too low and 
funds could be invested more profitably elsewhere. Under 
these circumstances, as might be expected, response was 
poor during the first year and came mainly from the 
smaller companies. 

While it is true some of the larger companies, with 
first-class investment expertise, might obtain short-term 
investments at a better rate than 13-87 per cent (the rate 
payable on tax deposits at-the time of writing) nevertheless, 
this is not a rate entirely to be scorned, especially if the 
alternative with many companies is that the cash remains 
uninvested. 


Inevitable liability 


Certainly cash resources are often needed for internal 
purposes; but the existence of an interest-bearing deposit, 
progressively built up, can cushion the impact on the cash 
position when the due date for the payment of corporation 
tax inevitably arrives: ` 

Cash for the payment of corporation tax is a logical 
charge against the cash inflow from trading profits which 
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gave rise to the liability. It is not unreasonable, therefore, 
to syphon off a portion of this cash inflow into a tax deposit 
account bearing a reasonable rate of interest and con- 
veniently available for paying the tax. If the funds are 
utilized for internal needs such as financing stocks and 
debtors, or purchase of fixed assets, liquidity difficulties 
only too easily arise when the payment of the tax takes place. 

A closer look at tax deposits and a reappraisal of the 
system at this stage may be appropriate, especially in the 
case of small and medium-sized companies. 

The Treasury has authorized the Commissioners of 
Inland Revenue to accept deposits, to be held in tax deposit 
accounts, and for which tax deposit certificates are issued 
by the Treasury under section 12 of the National Loans 
Act 1968. Any Collector of Taxes is authorized to accept 
deposits, subject to the proviso that the first deposit in 
any account must not be less than £5,000. Later deposits 
in the same account may be of any amount. A tax deposit 
certificate is issued for each individual deposit specifying 
date of receipt and amount. 

When payment of corporation tax is made, tax deposit 
certificates are surrendered to the Collector. with the 
demand note. If in any case a deposit certificate is of higher 
value than the liability in respect of which it is tendered, 
the balance may be either withdrawn in cash or applied 
towards the payment of a future corporation tax liability. 
Any balance left with the ‘Treasury will be the subject of a 
balance certificate. 

Interest is allowed on the deposit at the full rate in so 
far as deposits are surrendered in payment of tax. The full 
rate is made up of two ingredients, viz: 

(a) a basic rate calculated quarterly in arrear as at the last day 
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average anmual rate of dsscount to the nearest second 
decimal place for 91-day ills at the weekly tenders for ` 
Treasury bils during the calendar quarter concerned. 
Incomplete quarterly persods. earn interest at the rate 
applicable to the immediately preceding calendar quarter; 
arn D 
(b) additional interest is allowed at a rate notified by the 
Treasury fram time to time in the London Gazette. 
Interest — which is not compounded — is allowed on a 
day-to-day basis from the date of investment to the date - 
on which the corporation tax is deemed to fall due — 
normally on the day followmg the expiration of nine 
months from the end of the accounting period for which it 
is assessed, or after an interval equal to the lapse of time 


from the end of the company’s basis period for income tax ` 


for 1965-66 to January et, 1966, if this is more than 
nine months. ` 


Withdrawals 


Deposits, together_with accrued ‘interest, may be with- ` 
drawn in cash at any time. Repayment is ‘made within ten 
working days of receipt of, the request for, repayment. 
Interest is allowed on a deposit (or part of a deposit) 
‘withdrawn for cash on a day-to-day basis at the basic rate 
derived from the discount o2 Treasury Bills as above 
. described. However, the additional interest does: not 
. apply to withdrawals for cash. 

Interest is allowed without deduction of tax but the 
interest will rank as income of tte depositor for tax purposes. 

Deposits.are not transferable except that a company’s 
deposit may be applied in payment of corporation tax 
assessed upon a company which is either the first company’s 
-holding company, subsidiary or fellow-subsidiary within 
` the meaning of section 154 of the Companies Act 1948. 
" The crux of the question in many cases ‘will lie with the 


view taken of the <ttractiveness or otherwise of the interest, 


rates offered by the Treasury compared with other interest 
rates available. 

Actual interest rates applicakle for the calendar quarter 
ended. June 30th, 1974, and “or fractional parts of the 
quarter to September 30th, 1974 (arising from. surrenders 

-or encashments within that querter) are as follows: 





Per cent 

. Basic rate i 11:37 
Additional interest 2°50 
Total (on deposits -applied in peyment of tax) 13°87 








This is to be compared with interest on bank deposit 
accounts during the same perioc of 9} per cent for balances 
below {10,000 and ro} per cent for £10,000 and over. 

True, deposits cen be made with the banks for guaranteed 
periods at more =ttractive rates. For example, deposits 
with Barclays Bank head office for a guaranteed six months 
were yielding the following rates op a sample day’ selected 
at random during June 1974: 


Per cent 
£10,000-£24,000 12-45 
£24;001-£50,000 129 


over £50,000 .. as SA. es i n. RË 


Slightly varied, retes applied tə longer or shorter peod: 
of guaranteed. investment. 
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The comparison thus gives a distinctly favourable edge 
to tax deposit accounts surrendered in payment of tax and 
companies. could do worse than 13-87 per cent, per annum 
on a short-term investment of earmarked funds. Even if the 
tax deposit were withdrawn in cash due to some emergency, ` 
11°37 per cent is not a wholly disastrous rate of interest. 

An Inland Revenue spokesman at the offices of the ` 
Accountant and Comptroller-General expressed the view 
that there appeared to be considerable lack of under- 
standing of the tax deposit scheme among accountants, 
solicitors, bankers and throughout industry generally. He 
cited the case of an accountant who allowed his client 
to fotm tke impression that tax deposits could be used in 
payment cf Schedule ‘F’ Tax’ whereas in fact the scheme is 
strictly limited to, the payment of United Kingdom cor- 
poration tax (other than advance corporation tax). 

Further it seems.that clients are being advised to use 
tax deposit accounts when it is inevitable that agreement 
of the liab-lity will be delayed RE the due date so that 
loss of int2rest occurs.’ 


Loss of irterest 


My informant spoke of one accountant in difficulty with 
a client Lezause of loss of interest due to overdue tax, who’ 
arranged with the Revenue to reinstate the tax deposit 
account used in discharge of the liability. The tax concerned 
was then raid in cash and the tax deposit account used in 
settlement of a future liability accruing within the same 
group of companies. By this device the problem was 
solved; bu: there was a further indication of unawareness 
of the precise terms on which the scheme operates. 

As already stated, interest is allowable only up to the 
date on which corporation tax is deemed to be due. In- 
terest will not be paid for any period after the expiration 
of the appropriate interval where deposits are surrendered 


‘In paymenz of such overdue tax. This ‘applies regardless 


of whether the delay was due to the default of the Revenue 
or the default of the taxpayer or his advisers. The logical 


- reason why interest ceases to run on the appropriate due ` 


date is tha: to do otherwise would be to benefit the tax- 
payer who delays payment of his tax at the expense of the 
taxpayer who agrees and settles his liability promptly. 
This may not appear to be an equitable ruling in many, 
cases where delay could be inevitable; nevertheless, the 
principle is rigidly adhered to by the Revenue. 

In order to open a tax deposit account, an initial lodg- 
ment of not less than £5,000 is necessary, although sub- 
sequent deposits in the same account may be of any 
amount. It follows that if an account were to be closed, 
either by application of the deposit in payment of tax or 
by cash withdrawal, the £5,000 minimum deposit would 
again apply. But it is only necessary to keep 1p in the 


‘account (which could easily be arranged) in order to keep 


it. open, thereby rendering the account available for a. 
future depcsit of any amount however small. 

The tax deposits facility is subject to cancellation at the 
option of the Treasury at any time. Although there does 
not appear to be any intention to do this at present, it 
might happen if lack of response continues. Perhaps some 
lobbying for an increase in the additional rate to, say, 34 or 
4 per cent would not come amiss. This could revitalize the 
scheme and tip tae scales further i in its favour. 


ag in 
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Sir Halford Reddish, F.C.A., 
J.Dip.M.A., Chairman, Rugby 
Portland Cement Co 


Hearty congratulations to The Accountant 
on reaching its centenary. I can claim 

to have been a subscriber for rather 
more than half that period — since my 
final examination result appeared in 
January 1921! — and consider that 

The Accountant has rendered outstanding 
service to the accountancy profession. 
Constantly introducing new features, it 
has never stood still. I wish it well for 
its next hundred years. 


Mr E. H. Burgess, F.C.A.(Aust.), 
President of The Institute of 
Chartered Accountants in 
Australia 


It gives me much pleasure to convey a 
message of goodwill to The Accountant 
on the occasion of its Centenary Year. 
The Accountant has been more than a 
newspaper — it has been an institution, 
its history almost the history of the 
profession. 

In its early years it provided one of the 
most important links between 
accountants widely scattered throughout 
the world. Today, when the profession 
has become well organized in many 
countries, accountants in their 
thousands still look to their weekly 
edition of The Accountant for 





Messages of Congratu 


authoritative and practical views and 
articles on accounting topics. 

On behalf of all Australian chartered 
accountants, I warmly congratulate 

The Accountant on its centenary. I am 
confident that it will continue to service 
the profession faithfully for many years 
to come, 





Mr H. A. Renouf, C.A.(Can.), 
President of The Canadian 
Institute of Chartered 
Accountants 


It is with great pleasure that I write to 
congratulate The Accountant on the 
occasion of the journal’s centenary. 
The leading article in the first edition 
in October 1874 stated that: 
“The main object of The Accountant 
will be to raise the status of, and 
generally to benefit, the profession . . . 
The columns of The Accountant will 
be open at all times for discussion of 
principles and rules of procedure, and 
the ventilation of important matters 
connected with accountancy... . It is 
our intention to use all means to make 
The Accountant in every respect the 
representative organ of the entire 


profession .. .’. 


These were bold objectives to set at a 
time when the accounting profession 
was in its infancy. And those associated 
with The Accountant over its 100 years 
can take pride in the achievements of 
the journal. It has added to the 

prestige and status of the accounting 
profession in the United Kingdom and 
throughout the world. It has helped 
keep its subscribers in tune with 
developments in the business community 
and especially in the areas of accounting, 
auditing and financial reporting. It has 
advocated actions that can be taken by 
professional accountants to better fulfil 
their responsibilities to the public. It 
has made astute comments on 
government proposals. With the 
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increasing scope and pace of 

business, with our widening 
responsibilities as professional 
accountants, with the public’s growing 
reliance on us and with the proliferation 
of government regulation of business, 
there is an even greater need for 
journals of the calibre of The Accountant 
than in the day 100 years ago when you 
published your first issue. 

I know that all of my Canadian 
colleagues, and especially those who are 
used to seeing their airmail edition of 
The Accountant on their desk within 
days of its release, join me in sending 
our best wishes at this time. 





Pe 


Mr G. A. Loveday, T.D., 
Chairman of The Stock Exchange 


It gives me great pleasure to offer, on 
behalf of The Stock Exchange, our 
congratulations to The Accountant on 
the occasion of its centenary year and 
to hope that its deserved success may 
continue for many years to come. 








Mr G. W. Bottrill, F.A.S.A., 
President of the Australian 
Society of Accountants 


The members of the Australian Society - 


of Accountants send their greetings and 
best wishes to The Accountant on the 
completion of 100 years of publication. 


a 


R 
P. 
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This is indeed a great achievement for 
any journal in these rapidly changing 
times. 

Your issues have been very widely 
circulated throughout the accounting 
world and you have, over the years, 
maintained a very high standard. 
Congratulations from ‘down under’ and 
keep up the good work. 





E 
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Sir Frederick Catherwood, M.A., 
_F.C.A., Chairman of the British 
_ Institute of Management 


I would like to offer my warmest 
congratulations to The Accountant on its 
centenary and hope that it will be able 
to give its wise advice on our 

profession for at least another century. 





Sir Richard Yeabsley, C.B.E., 
F.C.A. 


To all concerned in the publication of 

The Accountant I extend my 

congratulations and best wishes on the 

celebration of its centenary. 

The weekly issue of The Accountant 

`- has provided the profession with 
excellent topical reporting and a wealth 
of authoritative articles on a wide 

range of subjects with which it is 

concerned. I speak with about 50 
years’ experience of issues which I 
have found to contain editorials written 
in a statesmanlike manner yet with 
candour and an appreciation not only 
of current problems but also future 
trends and consequences. 
As the last President of the Society of 
Incorporated Accountants, I recall the 
excellent reporting of the events 
concerning the integration of the Society 
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with the Chartered Institutes, together 
with the editorials and other 
contributions which helped all to 
appreciate what was involved and to 
welcome what has undoubtedly proved ` 
to be a happy event. 

One final matter deserves to be 
mentioned, namely The Accountant 
Annual Awards for company accounts, 
the first of which was made 21 years 
ago. There is no doubt they have 
stimulated the raising of the standard 

of presentation and the degree of 
appropriate information given 
therewith. 

To all who over the years have provided 
us with such a worth-while publication. 
the past and present members of the 
profession owe a great debt of gratitude. 






Mr Maurice Green, Editor, The 
Daily Telegraph 

Warmest congratulations on your 
Centenary. For 100 years you have 
served a profession in which this country 
is pre-eminent. More and more we 
need accountants to tell us how we can 
make financial sense of new problems, 
not least inflation. May you continue 
for another century to act as a splendid 
forum for expert discussion of the 
questions that accountants have to 
answer. 


Mr Alastair Burnet, Editor of 
The Economist 


Many congratulations to The Accountant 
on achieving so distinguished a century. 
Although the next one seems likely to 
have much innovation to be coped 

with, I have no doubt that your 
coverage will be no less authoritative. 





Mr Ralph Bateman, President of 
the Confederation of British 
Industry 


It seems to me a peculiarly British 

trait that whereas it remains socially 
unacceptable to be poor at reading and 
writing, it is somehow perfectly 
understandable to be ‘hopeless with 
figures’. I feel it is perhaps the greatest 
tribute to pay to The Accountant that 

it has broadened its readership and 
influence outside that of the accounting 
profession, to make the journal essential 
and entertaining reading for all those 
involved in decision-making. 

The CBI is certainly working very 
closely with the profession — 
particularly on work in relation to 
accounting standards — and we hope 
this co-operation will continue to 
improve the understanding between 
industry and the profession. 

The Accountant is widely read by the 
CBI’s staff and by many of its members, 
and we wish the journal and its staff 
very best wishes on their centenary 
year. 





Professor Sir Ronald Edwards, 
K.B.E., D.Sc.(Econ.), F.C.C.A., 
Hon.LL.D.(Edin.), Hon.D.Sc. 
(Bath), Hon. LL.D.(Strathclyde), 
Hon. D.Litt. (Warwick), 
Chairman of the Beecham Group 


Nothing gives me greater pleasure than 
writing this message to mark the 
centenary year of The Accountant. 

I owe much to The Accountant, and 
especially to Miss Snelling, a former 
Editor. When, in the 1930s, I was a 
young university lecturer seeking to 
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idge the gap between my own two 
ofessions — accountancy and 
onomics — The Accountant was both 
d and courageous; it published the 
rst article I ever wrote — on secret 
eserves — and it accepted thirteen 
eekly articles from me on “The 
Jature and Measurement of Income’, 
icles which in those days were very 
onoclastic but today look much 
nilder! 
gain The Accountant helped me when, 
vith others, I formed The Accounting 
esearch Association. It printed our 
esearch supplements and our reviews. 
f one remembers the extent to which 
e profession in those days was 
aditional in its views and highly 
autious in its attitude to change, it 
peaks much for the courage of 
he Accountant that it should give a 
young man such opportunities. It is 
aice nearly forty years after to be able 
=o thank the publishers publicly in this 
way, to express the hope that they will 
continue to blaze trails, and that the 
Aext 100 years will be as successful as 


che first. 





Mr A. F. Templaar, Honorary 
President of the UEC, and Past 
President, Nederlands Instituut 
van Registeraccountants 


The Accountant was established in 1874. 
and has thus served the accountancy 
profession for a century. This is an 
achievement of great importance, and I 
congratulate the editor and management 
of the journal on this great success. 

I sincerely hope The Accountant will 
remain one of the leading journals of 
the profession and will continue to 
stimulate new ideas and thoughts about 
accounting and auditing. 

We are living in a decade in which all 
seems to change, or is forced to change. 
There is a great need for standards and 
harmonization — nationally as well as 
internationally — and The Accountant 
plays an essential role in this process by 
stimulating comments on exposure 
drafts and by analysing the problems 
and the solutions suggested. 








Mr G. Hinton, C.A.(S.A.), 
Chairman of the National Council 
of Chartered Accountants (South 
Africa) 


It is stimulating to reflect that, in a 
world conditioned to change and the 
disappearance of much which was 
highly valued by previous generations, 
an independent professional weekly 
journal has survived for 100 years, a 
period which spans almost the entire 
history of the accounting profession as 
we know it. 

This period, incidentally, also covers 
the industrial history of South Africa, 
which really began with the discovery 
and exploitation of the Kimberley 
diamond fields in the early 1870s and 
of the Witwatersrand gold fields a bare 
decade later. 

The Accountant is widely read and 
respected throughout the world. We 
in South Africa extend to the editor 
and his staff our heartiest congratulations 
on the achievement of its centenary. 





Mr 
The Association of Chartered 
Accountant Students’ Societies 


Paul Hendrick, President, 


The Executive of the Association of 
Chartered Accountant Students’ 
Societies congratulates The Accountant 
on its centenary. 

As the senior professional journal 
The Accountant, throughout its 100 
years of existence, has provided both 
qualified members of the profession and 
students with a regular weekly channel 
of communication. At the same time 
The Accountant has played an important 
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part in raising the standards of the 
profession through its educational 
articles, and creating greater interest in 
the profession with its wide news 
coverage. 

During the last decade of the century 
The Accountant introduced its ‘Student 
Roundabout’ feature, which has 
become a recognized forum for debate 
on important issues affecting student 
societies and their members. 

The Accountant has always 
maintained a high standard of 
journalism and the ACASS Executive 
wishes the editor and staff well in 
maintaining these standards in the 
future. . 






Mr William Rees-Mogg, Editor, 
The Times 


I should like to congratulate 

The Accountant on its centenary. 

The Accountant has survived for 

100 years because it is one of the 
excellent professional publications of ` 
Britain. 


ES 


Mr Neville D. Vandyk, Editor of 
The Solicitors’ Journal 


Heartiest congratulations and best 
wishes to The Accountant on your 
centenary. The professions which our 
periodicals serve have many common 
interests and their members co-operate 


closely together. It is appropriate 


therefore that our two journals, and 
indeed their readers, should interest 
themselves keenly in each other’s 
future. 
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The Computer Revolution 


Developments in Accounting Aids 


_by M. G. WRIGHT, B.Com., F.C.C.A., F.C.1.S. 


_ Five major innovations have shaped the way in which the recording of events 
has been carried out. The first was the invention of signs that could be read by 
others and permanently recorded on stone; the second was the invention of 
some easily handled material that could be used instead of stone for inscribing 
_ records; the third was the invention of the printing press. 

| The last two innovations are of recent origin — the substitution of mechanical 
for manual means of making records, and most recently the introduction of 

_ electronic data processing with the invention of the computer. 


d OW many thousands of years elapsed before man 
i Ifirst became capable of making records on stone 
cannot be said with any certainty — only that the period 
comprises by far the greater part of man’s existence. The 
next stage, before he began to use papyrus and paper, 
| was by comparison fairly short — a few thousand years. 
Then the pace began to hot up. Some two thousand 
years or so before the printing press was invented; only 
four hundred years to the mechanical recording of data, 
and a few decades to the introduction of the computer. 
Indeed, the transition from copperplate script to the 
current extensive use of computers has occurred during 
the lifetime of many within the profession. 
The writer’s own early years of ‘clerking’ were spent 
in an office equipped with high sloping desks and high 
_ stools, with every entry in the books faithfully recorded 
by hand. Indeed, the only difference between that office 
and a typical Dickensian one was that we used steel nibs 
and fountain pens instead of quills. Yet we maintained 
accurately — or at least we thought we did — not only the 
accounts of a substantial co-operative society but also the 
share accounts of some ten thousand members and, dare one 
say? with perhaps fewer irritants to our customers and 
| the public than are sometimes seen today. 


_ Increasing complexity 
These changes in the method of recording have been 
_ paralleled by the changing complexity of business. In the 
pre-Christian era, business activities were very simple 
-and required very little record-keeping — being confined 
to a master/steward accounting or fairly simple trading 
ventures. 

Even in this era some attempts were made to facilitate 
the computational requirements of which the Chinese 
invention of the abacus was one. The rise of the great 
trading nations such as the Venetians, and later the great 
trading companies, began to impose greater demands for 
more accurate records. This was facilitated by the sub- 
stitution of Arabic for Roman numerals and by the 
establishment of more formal accounting procedures. 

As the industrial revolution developed this need became 
even more pressing. Bankers and creditors required 


a 


information, company legislation began to impose con- 
straints and, of course, the requirements of fiscal law 
began to intrude in a big way. In this way the owners 
were constrained to provide for the informational needs 
of these third parties as well as their own, but in the 
relatively simple organization of the day these require- 
ments could be met by a conventional manual accounting 
system with little difficulty. 


Need for efficiency 


The rise of the complex industrial organization in the 
early decades of this century posed a quite different set 
of problems. The management hierarchies that such or- 
ganizations engendered could not function effectively 
without an up-to-date analytical knowledge of what was 
happening in the organization. Competition demanded 
that not only must goods or services be produced but 
that they must be produced in the most efficient manner 
otherwise the firm would go to the wall. 

It was no longer enough to provide the data for a simple 
stewardship report to be made to the owners. Decisions 
became increasingly critical for the future prosperity of 
the business and they in turn depended upon an adequate 
information base being available to the decision makers. 

The growth in size and complexity of businesses has 
therefore been dependent upon devising better methods 
of recording and analysing data and coping with the 
physical volume of transactions, and has at the same time 
itself provided the stimulus for the invention of mech- 
anical and, latterly, electronic aids. It is interesting to 
speculate whether the size of businesses would be so large 
if accounting machines and computers had not appeared. 

Looking back over the last fifty years or so and 
surveying the changes that have taken place one might, 
on reflection, question whether it has all been worth 
while. Has accounting as a record-keeping activity 
improved as a result? Has the business world’s service to 
customers, clients, and the public improved? Has man- 
agement been enabled to perform more effectively? Are 
there ethical and moral problems related to computers 
that have not yet been fully appreciated? Is Hutber’s 
Law that ‘Improvement means deterioration’ true of the 
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ACCOUNT. 


Yes, there is a totally secure, high performance investment. Standard Life. 
Peace of mind for you. And for your client. 


As an adviser, with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 

It’s a problem. Because 
most safe investments aren’t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 

A Standard Life policy. 

Standard Life, with assets 
of £1 000,000,000 i is the 
country’s largest, most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 

Now what more could he 
ask of you? 


£1,000 
Policy 
effected in 


Term in 
years 


Total Net 
Outlay 


Amount 


The net outlay figures assume that income tax 
was paid at the appropriate standard rates. All 
figures relate to policies effected in the U.K. 


For peace of mind. 


Established 1825. Assets exceed £1,000,000,000. 
Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 








an ACCOUNTANT 


THE INSTITUTE OF INTERNAL 
AUDITORS INC. 


The Institute represents one of the most challenging and rapidly growing professions in the business 
world today. It is a world-wide organisation, with members in more than fifty countries, and it exists: 


— to provide a forum (through local Chapters) for the discussion of mutual problems, in the 
context of advanced thinking on internal auditing. 


to ensure, by means of courses, conferences and publications that the profession is 


equipped to provide management with the best possible service over very wide areas of 
business interest. 


to encourage progressive attitudes amongst its members by means of research into 
widening areas of activity. 


to maintain professional standards of conduct and ethics amongst its membership. 
— to develop full professional identity for the internal auditing function. 


Membership is open to suitable persons holding internal auditing positions at senior levels, and to 
certain others with a professional interest in the subject. 


Enquiries should be addressed to Mrs G. Ward-Brown, UK Membership Secretary, 1 Ashurst Road, 
Tadworth, Surrey (Tel. Tadworth 2732). 
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companies. Is this the time 
e 
to alert your clients? 
In the current depressed and uncertain state of the equity markets, 
investment trust companies could offer the well-advised 
School Í | ees investor a better-than-average opportunity of capital growth 
in the future. 
, Advantages include: 


1. A wide spread of investment at home and overseas. 
2. Professional management, with a record proven over more 





We can offer the widest range of schemes for 
reducing the cost of independent education. 











Whether the basis is capital invested or than 100 years. 
regular payments out of income. 3. Taxadvantages over ordinary investment in equity shares. 
Whether for a fixed amount of fees or for 4.’Gearing’ which, in erikas er the opportunity of 
a sum rising in step with inflation. á ; é Be Fac 
Whether parents wish to start payments even 5.A choice of trusts to fit your clients’ investment strategy. 
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before their child enters school. i 
Commission is paid to professional advisers. Partof every well planned portfolio. 
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changes that we have witnessed; and, if the pace of 
development continues to accelerate as it has done in the 
past, will we be faced with fundamental moral problems 
which reach down to the very roots of society? 

This latter aspect already impinges in two areas. The 
first of these is the effect on employees of the division of 
labour between a small elite of analysts and designers 
and a large number of people who simply feed the 
machines. The second concerns the power the computer 
puts into the hands of government to manipulate and 
control people. 

A first step towards answering some of these questions 
is an understanding of the fundamental difference between 
the change from manual record-keeping to machine 
record-keeping, and the change from either of these 
methods to electronic data processing. Mechanical methods 
of recording merely reproduced the processes of the 
manual system; the ledger posting machine, for example, 
merely took the two stages of manual recording — the day 
book and the ledger account — and reproduced them 
simultaneously from one input of information and with 
some saving of computational effort. Other routines such 
as statement preparation might be added as machines 
became more sophisticated, but still reproduced the 
manual system. Punched card systems added capacity 
to analyse and tabulate but did not change the funda- 
mental character of the system. 


New dimension 

The change to a computer-based system has, on the other 
hand, in addition to providing the facility for reproducing 
specifically manual tasks, also added a new dimension — 
the ability to make decisions based upon established 
criteria. It can add to and extend man’s own intellectual 
processes in a way that is as yet perhaps only very dimly 
perceived. 

This is particularly so with time-sharing computers 
with access from remote terminals where provision is 
made for a manager/computer dialogue in near-normal 
language. The computing power of the machine then 
becomes essentially a logical extension of the individual’s 
thought processes, and enables solutions to problems to 
be formulated and tested in a time-scale not achievable 
by any other means. 

Within the limitations of machine capacity and the 
abilities of humans to design programs, the computer 
can reproduce quite sophisticated decision processes. 
Although the decision unit within the computer is a 
simple YES/NO state, by stringing together a pyramid of 
such simple decision states it is possible to follow the 
decision logic for either a part of the data recording and 
analysis or a major management control/decision area. 

Examples of such uses are in project planning and the 
use of decision trees. The development of more and more 
sophisticated programs is rather like the development 
of the human brain. While individual computers come 
and go, computing science is accumulating an ever- 
increasing store of knowledge which can be used and 
improved upon. Thus the operational capabilities of 
computers are being continually extended. This build-up 
of capability is such that already computers can be used 
to program other computers. Remembering that the 
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business use of computers extends over only some — 
twenty years with most of the growth appearing in the 
last decade, it is very pertinent to question the ultimate 


implications of future developments. 
It is very true, of course, that computers cannot 


think 


in the same way that humans can; they depend for their 
thought-processes upon what human beings decide to give | 


them, and the plug can always be pulled out as a last 
resort. Nevertheless, as they become more sophisticated 
in what they can do and more independent of human 


intervention, their power for good or evil will increase to 


perhaps unacceptable levels. More pertinent is the fact 


that one cannot guarantee that the human controller — 


will always use the computer for altruistic motives. 


Let us now consider some of the criteria by which we E 


can judge whether the changes have been worth while. — 


The first question that was posed was: ‘Has accounting 
as a record-keeping activity improved’? The great ad- — 
vantage of the computer is its relative freedom from making | 


errors; this contrasts markedly with the fallibility of human ` 


>, 


beings. Allied to accuracy is the speed with which the 
data processing can be carried out, a speed with which ~ 
humans, even in large numbers, cannot begin to compare. 
Judged solely upon the computer’s own characteristics, 


there is a considerable advantage over manual methods. 


Ez 


Unfortunately the computer needs humans to program ~ 
it and to prepare and feed in the data upon which it must 
work. It is in these areas that the problems arise. Ina 
manual data processing system, the staff must be of — 
reasonably high standard and over time they will acquire ` 
an intimate knowledge of the relatively limited part of the 
system that they operate. This accumulated experience — 


of working in an area provides the human operative with 


a facility for spotting the obvious mistake, for dealing with ` a 


the unusual and the unexpected. 


Computer’s limitations 


d 


These characteristics are not present in a computer- — 


based system. The computer will carry out any task 
according to the rules by which it has been programmed, 


í 


however silly the outcome may be; witness the multitude 
of cases where bills and statements have been sent out to 7 
customers demanding zero amounts of money, or for such 
small amounts that the cost of rendering a bill is com- p- 
pletely unjustified. Better programming could overcome a 
many such idiocies, but the programmer cannot have $ 
such a depth of knowledge of each and every individual — 

aspect of the total data processing system as that possessed — 3 
by someone who has worked in that area for a number of — 
years. The variety of work is far too great for the — 


analyst or programmer to accumulate this detailed 
knowledge. 
One might expect that 


bi 


the weeding-out of the unusual K- 


cases could be carried out at the data input stage. This is 


unlikely for a number of reasons. Where the data input | 


is processed manually — for example, punched on to 


cards or tape — the staff need not be of as high a calibre E 


W 


as the clerical staff they are replacing. Moreover, they are 7 


dealing with the simple task of translating data from a — 


D 


piece of paper such as an invoice into a machine- — 


readable form, rather than processing the data and as 
such they are not responsible for its accuracy. In ad- 


dition, of course, they deal with a wide range of data in- 
puts and cannot be expected to accumulate the sort 


_ of expertise referred to above. 


Some of these difficulties can be overcome by further 


_ eliminating the human element. Direct reading of docu- 


ments, recording transactions automatically in machine 


readable form and transactions carried’ out directly 


between computers are illustrations of future trends in 
this direction; but they are, of course, still dependent 


_ upon the original information being accurate. 


Even the time advantage is lost in some cases. Because 
work is programmed into the computer at specific times 
and work priorities are assigned to make the best use of 
the computer time available, some items can be con- 


_ siderably delayed. The time taken to change a bank 


standing order, for example, can be considerably longer 
than when it was effected manually within the local branch. 
The second criterion is whether service to customers, 


_ clients, and the public has improved over the period. 


Undoubtedly in some cases it has; computer-based 


_ systems can accommodate and reproduce information 
| on a scale otherwise impossible or possible only by a 


_prodigous expenditure of human effort. 

` From other points of view, the record is not so good. 
Undoubtedly some of the systems set up in the early 
stages of the computer revolution, while dealing ade- 
quately with the central requirements of the job, fell 
down badly in some of its peripheral aspects. One of the 
first payroll applications functioned very well as far as 
producing the payroll and pay-slips was concerned, but 





analytical approach generally labelled operations research; 
the building of models of the business and for individual 
operating aspects is an essential part of this process. The 
second is the provision of the computational resources 
that are necessary to use these theoretical concepts in 
practice through the development of the computer. 

These are not of course two separate and distinct 
factors, but are in a sense two aspects of a common 
theme. Computer practitioners have developed corporate 
models, and OR people use computers for their models. 
Both groups of people (if indeed it is logical to distinguish 
the personnel involved) come from the same basic 
background, talk the same language, and have been 
complementary to each other. 

For many years the term ‘Management Information 
Systems’ was almost invariably taken to mean a computer 
based MIS. Fortunately in recent years it has begun to 
be recognized that MIS is a major study in its own right, 
quite divorced from the methods used to process the 
data upon which it is based. 


Transformation of management science 
Nevertheless, many of the more sophisticated manage- 
ment techniques owe their conception to and would be of 
little practical use without the computer. In a more 
profound sense, the whole of management science has been 
transformed by these influences in the last two decades 
and, with proper use, hold out the prospect of in- 
creasingly effective management in the future. 

When one comes to consider the moral and ethical 


had omitted to provide an adequate reconciliation of problems one’s judgement can only be based upon one’s 


f 


| 


PAYE deductions for the P35 end-of-year return. 
Before bank computerization, it was possible to walk 


_ into the bank and examine one’s bank statement. In 


$ 
| 


many cases this is no longer so, as branches have not 
been equipped with look-up facilities — only with a 
statement of overnight balances, and it may take several 


days (or sometimes weeks) to receive the detailed 


statement. 


; Blaming the computer 


A better appreciation of the needs of customers and 
other third parties, and better programming techniques, 


_ will eliminate some of these faults in due course. It must 
_ also be recognized that all to often ‘the computer’ is used 


‘ 
i 
f 


| as a convenient excuse for human failings. Nevertheless, 


there is a widespread feeling that overall the standard of 
service has fallen as computers have taken over more 
and more tasks, and this is something that the computer 
specialists should give much more attention to in the 
future. 

The third test is whether or not the computer has en- 
abled management to perform more effectively. It is in 
this area where I believe the changes have had the most 

beneficial impact. 

It would be quite wrong, of course, to imply that 
management information was almost non-existent before 
the computer era. There were many excellent manual 
systems operating. What has happened is that manage- 
ment control and management decision-taking have been 
subjected to two major interventions. 

The first is the development of the mathematical, 


own standards and each person must make an individual 
judgement. Personally I believe that computer use does not 
present serious problems under these heads when used 
wisely within a business organization as an aid to data 
processing and as an adjunct to management control and 
decision-taking. Although data preparation may involve 
uninteresting, repetitive work, it is quite possible that 
it has replaced an even larger volume of boring manual 
work. Only if computers begin to displace managers in 
their management role would there begin to arise more 
fundamental problems — since I cannot believe that it is 
right to concentrate decision-making within a small élite, 
or to restrict severely the jobs available for men of 
managerial calibre. 

Outside the business use of computers, political con- 
siderations begin to intrude. To many minds the 
concentration of power that can be achieved through 
using computers comes ominously close to George 
Orwell’s 7984. Individual proposals to use computers 
in central government can usually be justified on quite 
rational grounds. It is when the totality of such uses is 
taken into account, and the longer-term possibility that 
all of the computers can be linked up to provide a com- 
prehensive file on each individual, that the situation 
becomes more threatening. This is a problem that must 
be settled at the political level if the privacy of the 
individual's existence is to be preserved. 

One further important but only recently recognized con- 
sequence of the change from manual records to the 
computer is the deterioration in the security of the 
corporate records and business affairs. This lack of 
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security arises under three headings: unauthorized use of 
information stored in the data processing department; 
fraudulent extraction of funds from the company; and the 
physical destruction of company records. These are not 
new problems but computers, because of their speed of 
operation and the manner in which data is processed and 
stored, have added an entirely new dimension to the risk, 
particularly so where access to the computer can be 
obtained from external terminals. 

Like most innovations that have occurred during man’s 
existence, the change from copperplate to computer con- 
tains elements both of good and of evil. What is essential 
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is to avoid a blinkered view of the computer, ignoring 
its weakness. 


Those in authority in businesses should try to ensure — 


that the business gains the maximum benefits from 
computer use, avoiding deleterious side-effects. As far as 
government is concerned, the problem is that the computer 
offers an easy way out to control a wayward population 
and there is an inbuilt tendency to greater regimentation. 

This is the principal threat of the computer — and it 
will only be repulsed by a concerted effort by the public 
to force politicians to heed their wishes and to control 
the excesses of the bureaucrats. 





OFFICE EFFICIENCY : 


New Competitor 


in the VRC Market 


DLER BUSINESS SYSTEMS is a direct subsidiary of the Triumph-Adler 
Group, West Germany, which in turn is owned by Litton Industries Inc., USA. 
The company has been formed to market the TArooo modular visible record 
system in the UK. The equipment is manufactured by Triumph-Adler in 


Niirnberg. 


Adler Business Systems should not, therefore, be confused with Adler Computer 
Systems which is an associate of Office and Electronic Machines Ltd, a British com- 
pany which handles all other Triumph-Adler office equipment on an agency basis. 


The TArooo sells in the £3,950 to 
£39,500 range. The smallest configuration 


tion as a whole, to say nothing of the —— 


expense of scrapping a system in current 


use and replacing it by a different system. ~ 


By choosing an expandable system such 
as the TAtooo, a small to medium sized 
business can start with a single application 
configuration, eventually having a com- 
plete integrated accounting and manage- 


ment report system. At exactly what a 


point it would become necessary to con- 
sider changing to a mainframe computer 
system is anyone’s guess! However, 
judging by the way office computer 
capability has developed over the past 
five years, by the time a small to medium 
sized business reaches this stage, office 
computers may well be capable of 


work than they can today. 
Manufacturers of office computers 
believe that they are still a long way from 
reaching the final potential for their type 
of product. But some see a time in the 
not-too-distant future when all routine 


is an invoicing system, while the largest 
is in competition with some of the smaller 
main frame systems, but still retaining the 
characteristics associated with visible 
record systems. 


Competitive prices 

Adler Business Systems are confident that 
their equipment is competitive at all 
price levels. It is not, of course, the only 
modular equipment of its type on the 
market. But this modular concept is very 
much in line with current management 
philosophy. 

Over the years it has become in- 
creasingly clear that the painless way to 
change from mechanical or manual 
accounting to modern computer-based 
accounting is to introduce a small con- 
figuration to solve the most pressing 
problem in a user’s administration. In 
this way the user becomes familiar with the 
advantages and limitations of electronic 
accounting equipment before making a 
total commitment, which is difficult to 
reverse if a wrong decision has been made. 

Starting with a small, expandable 
configuration means that further ac- 


counting procedures can be added when 
required, either because of business 
growth or changed circumstances, with- 
out going back to square one. This has 
obvious advantages in continuity and 
minimal disturbance to the administra- 


accounting will be handled by direct- 
entry office computers — even by large 
organizations. 

Summary output from their systems 
will then be handled by bureaux which 





Triumph/Adler TA1000 modular visible record system. 





handling much larger volumes of paper- 
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specialize in the more complex manage- 
ment analysis programs who will be 
able to offer this service at a more econo- 
mic figure than it can be handled in-house, 
if only because they can spread the cost 
over a number of customers. 

Alder Business Systems Ltd, Jordan 
House, 47 Brunswick Place, London 
Nr 6EG. 


Long-term 
Planning 


THE PLANADAR calendar shows a complete 
year at one time. Measuring 18 by 22 in., 
it can be written on by ballpeints, or- 
dinary lead pencils and coloured crayons. 

Holiday dates are marked and there is 
continuity from one month to the next. 

The first Planadar will have 1975 on 

one side and 1976 on the other. It costs 
£180 plus VAT. 

= Esplan Systems Ltd, 1 Charlton Road, 

Blackheath, London SE3. 


More Pocket 
Calculators 


From Bowmar comes the MX25 Brain- 
child II, a five function, eight-digit pocket 
calculator with percentage key, fully 
_ floating decimal, constant, and indicators 
for minus sign, low batteries and over- 
' flow. The MX25 weighs 6 oz. measures 
24 by 6 by 4 in. and costs Zoos, 
Decimo have introduced an eight- 
digit pocket display calculator working 
from battery or mains. A feature of the 
` model, called the Vatman, is a percentage 
| key. It sells for around £20. 
` Bowmar Instrument Ltd, 41-46 High 
| Street, Weybridge KT13 8BB. 
_ Decimo Ltd, Park House, 96-98 Park 
Street, Luton, Beds LU1 3EX. 





The Vatman pocket calculator. 





The Forster 2510 word processor. 


Simple 
Word Processor 


MARKETED by Computer Ancillaries Ltd, 
the Forster 2510 is the latest word pro- 
cessing equipment from Forster Electro- 
nic GmbH, West Germany. It consists 
of a modified IBM 082 single element 
typewriter and a separate control unit. 

The control unit has a working memory 
of 4,000 characters (about two A4 pages) 
and an external memory through ex- 
changeable Philips-type magnetic tape 
cassettes giving access to a further re- 
corded typescript of up to 400,000 
characters. 

The machine reproduces text at more 
than goo strokes a minute (about 180 
w.p.m.) and has most of the functions 
found on current word processing equip- 
ment. It is simple to operate, which 
should please secretaries! 

The price is £3,450 which is about in 
the middle of the word processor market. 
Rental terms are also available. 

Computer Ancillaries Ltd, The Cause- 
way, Egham, Surrey. 


Copier for the 
Smaller Office 


INTRODUCED by the 3M Company, the 
Model 211 is designed for the small 
office with a staff of up to a dozen, or for 
the professional working from home. 

Costing £75 plus VAT, it is intended 
to produce occasional copies, mostly one 
or two off, which research has found is the 
normal requirement of the small business, 
single partner practice and others in a 
similar situation. 

Using the dual spectrum, or dry photo 
technology, which has been used by the 
3M Company for several years, it pro- 
duces good quality copies of up to 8} in. 
by 14 in. originals at a copy cost which is 
lower than having copies made outside by 
a copy service. 

The model, which is portable, weighs 
16 lbs and measures 16} by 12 by 54 in. 


and can be plugged into any ordinary 


electrical socket. The manufacturer’s 
claim that it is a handsome piece of 
equipment is a matter of personal judge- 
ment, but it is no more obtrusive than a 
typewriter. 

There is, incidentally, an introductory 
price reduction to £69 until December 
31st. 

3M United Kingdom Ltd, 3M House, 
Wigmore Street, London WIA 1ET. 





Model 211 copier from 3M. 


Organized Filing 


Tue HELOFILE range, which consists of a 
four drawer cabinet, files, Crystaltabs and 
Helofile Secures safety slip files, is of 
primary interest to the small to medium 
sized professional practice or smaller 
business. 

The cabinet costs £41-50; 50 files, tabs 
and inserts £765 or files alone £6-50 
per 50. For those who buy the cabinet 
plus 200 Helofiles there is a special offer 
of one Twinlock Personal File supplied 
free. 

The Solicitors Law Stationery Society 
Ltd, Oyez House, PO Box 55, 237 Long 
Lane, London SEr 4PU. 
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Higgs & Hill - Another Centenary 


IGGS & HILL, builders, civil 

engineers and property developers, 
were also among the élite of 1874. Not that 
1874 saw the first light dawn on either 
Higgs or Hill, but it was the year when 
two already well-established family build- 
ing businesses merged. William Higgs 
‘middle aged and wealthy’ (to quote the 
centenary issue of The Crown Journal, 
the Higgs & Hill staff magazine) was 
anxious to retire, but thought his son 
William, then only 21, should not bear 
sole responsibility for the Vauxhall, 
London, business. 

So a partnership was proposed to 
Rowland and Joseph Hill, whose father 
the founder of Hill & Sons, of Islington, 
had recently died. The amalgamation of 
the businesses of two friendly families 
was agreed and the new partnership, from 
which the present public company 
stemmed, began trading in 1874. The 
Hill brothers moved to Clapham, South 
London, an easy carriage-ride from the 
Crown Works at Vauxhall. 

There was, of course, plenty of work 
going on, for the Victorians were building 
vastly and impressively. This column 
has been privileged to peruse the partner- 
ship’s first ledger and the building of the 
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business is there to read in copperplate 
pound, shillings and pence — and even 
farthings. 

The first ledger entry — in the “Woolwich 
Arsenal (Triennial Contract) account’ — is 
To Bill No. 1 £147 16s 14d, indicating 
meticulous accounting but also a well- 
connected business. Higgs & His 
development, repair and maintenance 
contract at Woolwich was matched by a 
similar contract at the Royal Naval 
College, Greenwich. 


Victorian London 


Higgs & Hill would seem to have had a 
minor monopoly in the building of 
Baptist Chapels in the London area, 
although work on All Hallows (by the 
Tower of London), St Michael’s, Pimlico, 
All Saints’, Stoke Newington, Trinity 
Presbyterian Church in Notting Hill, 
and even at the Franciscan Convent in 
the Portobello’ Road, provided an 
ecumenical spread — as did the building 
of Carter Lane Schools, the original 
St Paul’s Choir School. 

The firm also did work for major 
London hospital development - St 
Thomas’s, St George’s, Charing Cross, 
King’s College, St Mary’s and many 





-by Higgs & Hill. On the left is 


the schools. 


Design for Carter Lane Schools — the original St Paul’s Choir School — 


shows that the company made a profit of £978 7s 1d on the construction of 
















others, and in 1885 gained a prestige 4 
contract for a new Examination Hall for ` a 
the Royal College of Physicians. a 


Lighter touches 


Law and order are represented in Higgs & 
Hill’s first ledger by the building of 
police stations in London and of army 
barracks at Bedford, and at Caterham — = 
the Guards Depot. 

But there are lighter touches. Who was 
C. Kekulé at Winton House, Clapham, 
who in 1874 failed to pay the princel 
sum of 11s 6d and whose account 
bleakly balanced ‘Bad debt’. And what 
happened to the £250 that ae 
McCrea of Ealing owed for work done in — 
1887? a 

A slip stuck on the page summarizes 
Higgs & Hill’s attempts to get payment. 
On July 2nd, 1888, the Major explained 
that his Imperial Theatre shares ‘had ` 
not reached what he wanted to realize’, — 
and the last cryptic note reads ‘Met — 
Major McCrea in Stores. Promised to — 
pay by middle of February’ — which — 
stores and which February is not stated. 
The £250 was “Transfd to Ledger 2 fol 
66’. 










built 
a reproduction of the original account which 
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Title page of an 1874 inventory in the 
‘company’s first year. 


Company incorporated 


Builders are, of course, known for their 
big achievements and their successful 
| prestige contracts, and in Higgs & Hal: 
early years these were many. The 
‘Harvey Nichols store in Knightsbridge 
‘and Peter Robinson’s at Oxford Circus, 
‘the Tate Gallery completed in 1897, 
the Hall of Medicine and Surgery in 
Savoy Street, and the Guardian Assurance 
‘building in Lombard Street were con- 
‘tracts that established the company and 
led on to still bigger things. 

The 21 years of partnership ended in 
1898, the firm being incorporated as a 
limited liability company in that year 
with the first general meeting held on 
[ay 25th. Almost immediately the 
| company won its biggest order te date — 
‘to build the Royal Naval Training 
College at Dartmouth. 

_ Not that the early years of the company 
"were outstandingly successful. Between 
1903 and 1912 only three years were 


profitable, but by 1914 the company was 


“prosperous again and played a full part 
in essential building and other work 
during the 1914-18 war period. The 
‘transition from a war footing to post-war 
redevelopment saw Higgs & Hill engaged 
on more major London building contracts. 


Landmarks 

London landmarks, such as the Swan & 
Edgar, Dickins & Jones, Liberty’s, and 
the new Peter Robinson stores, the Café 
Royal, Park Lane Hotel, Army and 


ie 
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Navy Club, India House, were Higgs & 
Hill contracts of the 1920s — by which 
time, incidentally, the last members of 
the Higgs family retired leaving the Hills 
in command. 

Chiltern Court, at Baker Street Station, 
was an important contract, made par- 
ticularly so by the use of a 145-foot tower 
crane with a 100-foot jib — one of the first 
such cranes ever used in Britain and still 
a large crane even by present standards. 


Factory building 


In the 1930s, industrial development 
saw the company building major factories 
in the London area for Hoover, Gillette, 
Coty and De Havilland, as well as the 
Alvis Motor works at Coventry, and the 
Crompton Parkinson works at Guiseley 
in Yorkshire. 

During the Second World War ‘orders 
were received in bewildering succession 
for construction jobs in every corner of the 
country. Tenders for the construction of 
Air Force stations were called for in 
batches of up to 14 at a time’. There was 
a great deal of secret defence work, but 
the company’s own Crown Works suffered 
from the blitz. 

Higgs & Hill played their full part in 
post-war reconstruction and development. 
Again there was much prestige work 
including, in 1951, the main contract for 
the new television centre for the BBC. 
By the early 1960s the vast increase in 
work-load called for a new management 
structure. Separate Building, Northern 
and Civil Engineering subsidiaries were 
formed, with separate boards responsible 
to the group board, while a new genera- 
tion of Hill’s, the fourth, was growing up. 

In the past decade, growth has been 
substantial and contracts have included 
completion of the Royal Festival Hall, 
building of the Queen Elizabeth Hall and 
the International Press Centre in London. 
But there are echoes of the first decade in 
the completion in 1972 of the {£12 
million new Charing Cross Hospital. 

Now the company works on contracts 
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throughout the United Kingdom and 
extensively overseas in the Caribbean and 
Mediterranean areas. The group is 
organized in Building, Civil Engineering, 
Property, Overseas and Service Divisions. 
But there are still links with the family 
partnership, through the Parker family 
who came on the Higgs & Hill scene in 
the 1930s taking the Higgs family place. 


Mr A. F. (Fred) Parker, now chairman, 
was in the 1930s the ‘chief estimator’. 
In his statement with the 1973 accounts 
his estimate was that 1974 profits should 
be ‘at least as good as in 1973’ and that a 
£115 million forward work-load makes 
turnover secure to the end of 1975’. 

The Hill/Parker partnership sees — 
under the chairman — Mr Derek Hill as 
deputy chairman, Mr Brian Hill and 
Mr John Parker as joint managing 
directors, Mr David Hill is on the board 
and there are other Hills and Parkers on 
subsidiary company boards. From out- 
side the two main families there is Mr 
Guy Whalley, and the latest boardroom 
appointment is in a non-executive capa- 
city, Mr John Adams, F.C.A., A.C.M.A., 
whom the chairman introduces to share- 
holders as ‘a chartered accountant 
practising in the City’. 

Mr Adams, in fact, is a financial con- 
sultant to a number of companies and 
organizations including Freshfields, the 
solicitors. It was through a connection 
there that he was invited to join the 
Higgs & Hill board. 


Plenty to do 


‘I suppose I am the first qualified 
accountant to go on the H and H board’, 
Mr Adams told ‘Finance and Commerce’. 
‘It is an excellent organization and I am 
very pleased to be with such a first-class 
company. There is plenty to do, but I am 
very happy working with them.’ 

The outsider looking into Higgs & Hill 
gets the impression that Mr Adams’s 
final comment will find ready acknowl- 
edgement and agreement. 





Higgs & Hill steamers’ pictured in the early 1920s. 
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City Notes 





OOKING back 100 years in the 

City is certainly a more com- 
fortable process than looking forward 
100 days. For the present, neither 
the City in general nor The Stock 
Exchange in particular can summon 
up much enthusiasm for the im- 
mediate future. 

To a degree there have been 
such occasions in the past, but the 
depths of crises are measured by 
- those who experience them rather 
than by comparison with crises of the 
past. One’s own crises are worse 
than anyone else's. 

Even allowing for that, it is doubt- 
ful whether there has been a peace- 
time crisis like the present situation, 
with the prospect both of economic 
recession and spiralling inflation. 
. Comparisons are unfair because al- 
though situations may seem similar, 
factors change. 

The slump of the 1930s was not 
accompanied by inflation but was a 
plain straightforward deflation when 
money, in fact, rose in purchasing 
power. The projected slump of the 
1970s is accompanied by inflation 
to an horrendous degree. 

It is also accompanied by extreme 
‘cash shortage in industry and a 
banking system not necessarily run- 
ning out of lending resources but 
out of credit-worthy borrowers. It 
is to be hoped that historians 100 
years hence will look back to 1974 
as a period when the economic and 
financial system of the United King- 
dom proved equal to the strain placed 
upon it. 


RIGHTS ISSUE 


The stock market, having at least 
temporarily lost its role as the private 
industry equity capital raiser, is none 
the less perturbed at the prospect that 
Commercial Union may have set a 
precedent in raising £62 million by a 
rights issue. 

The issue, at a price more than 
25 per cent below a market share 
price already slaughtered by the bear 
market, was readily enough under- 
written, but there is a difference 
between the underwriting of what 
could be a ‘one off’ operation and 


the underwriting of a suceession of 
such asset-base broadening issues 
under present parlous market cir- 
cumstances. At the time of writing 
there has been no follow on to the 
Commercial Union operation, but the 
new issue peace is still decidedly 
uneasy. 


INTEREST RATES 


Not for the first time in the past twelve 
traumatic months since interest rates 
exploded there are hopes, and even 
evidence, of interest rates easing. In 
the United Kingdom, however, interest 
rates can only ease if there is ease- 
ment elsewhere, and particularly in 
the United States. There, some 
indications of lower rates are ap- 
parent despite the President's new 
call to beat inflation. 

The Bank of England minimum 
lending rate is off the top and the 
Finance Houses Association rate, re- 
flecting the trend of interest on 
three months’ Bank money, is down 
a full point to 123 per cent. 






Cynics see the interest rate down- 
turn lasting at the most two weeks 
after the General Election. 


MULTILINGUAL 


Bank America Corporation, holding 
company for Bank of America, has 
published a multilingual version of 
its 1973 annual report for distri- 
bution to shareholders, customers. 
and prospective investors outside the 
United States. The report is printed in 
German, Spanish, French and Italian 
as well as English. 

A Pacific edition contains a Japanese 
translation instead of the Italian. 
The Corporation’s President, Mr A. W. 
Clausen, considers that ‘publication 
of the Bank's financial results in 
six languages represents further recog- 
nition of the economic and financial 
inter-relationships growing out of 
today’s world commerce’. 

Copies of the report are available 
from Bank of America offices in the 
United Kingdomand Ireland. 


Rates and Prices 


Closing and Quarter-end prices, Monday, September 30th, 1974 


Bank of England Minimum Lending Rate 


Oct. 19, 1973 ..114% April 5,1974 ..124% 
Nov. 13, 1973 ..13 % April11, 1974 ..12 % 
Jan. 4,1974 ..122% May 24, 1974 ..113% 
Feb.1,1974 ..123% Sept. 20, 1974 ..113% 


Finance House Base Rate 
October 1st, 1974, 124% 


FT Industrial Ordinary Index 
September 30th, 1974, 188-4 


Treasury Bills 


Money Rates 


Day to day 8-11 % Bank Bills 

7 days 104-103% 2 months 113-113 % 
Fine Trade Bills 3 months 113-11% % 
1 month .. 124-134% 4 months 1148-12 % 
2 months .. 124-134% 6 months 123-12% % 
3 months... 124-1331% 


Three Months’ Rates 


Local authority deposits 12 % 
Local authority bonds 113-103 % 
Sterling deposit certificates 113-118 % 


Euro-sterling deposits 
Euro-dollar deposits 


.. 15 -154 % 
«. 1144-127% 


Foreign Exchanges 


July 26 .. £11-1934% Aug.30 .. £11-2460% New York .. 2:3325 Frankfurt.. 6-1900 
Aug. 2 .. £11:2279% Sept 6 .. £11:2348% Montreal 2-2990 Milan 1540-00 
Aug. 9 .. £11:2215% Sept. 13.. £11-0868% Amsterdam 63050 Oslo 12-9050 
Aug. 16... £11:2415% Sept. 20.. £109593% Brussels .. 91-5500 Paris 11-0575 
Aug. 23 .. £11:2457% Sept. 27 .. £10 9764% Copenhagen 14-2850 Zürich 6:8800 
Gilt-edged 
Consols 4% vi ¥ Ve .. 26 Treasury 9% 1994 653 
Consols 24% d Ai d. ve AR Treasury 84% 84-86 734 
Conversion 33% .. + E Treasury 84% 87-90 64% 
Funding 34% 99-04 D Ke KEE Treasury 64% 1976 933 
Funding 54% 78-80 rat Ar GR e Treasury 34% 77-80 .. ay e JOE 
Funding 54% 82-84 A SS . 67% Treasury 34% 79-81 .. £ elt, 
Funding 53% 87-91 ie Z .. 493 Treasury 5% 86-89 PC Ae .. 474 
Funding 6% 1993 ei K .. 47% Treasury 53% 08-12 .. a e OIE 
Funding 63% 85-87 së KS vn 59% Treasury 23% .. d .. 164% 
Savings 3% 65-75 e n 945 Victory 4% Ze E A .. 98% 
Treasury 94% 1999 664 War Loan 34% .. a a e 243} 
Retail Price Index (Jan. 1962—100) 

Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 

1971 147-0 147-8 149-0 152:2 153-2 154-3 155-2 155-3 155-5 156-4 157:3 158-1 


1972 
1973 
1974 


159-0 159-8 1603 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 
171:3 172-4 173-4 176-7 178-0 178-9 179-7 180:2 181:8 185-4 186-8 
191-8 195-1 196-8 203-5 206-4 208-5 210-4 210.6 


170-2 
188-2 












Letters 





Voluntary Aid Programme 


Sir, — Do small businesses, needy individuals and deprived 
sections of the community need free or subsidized advice or 
services from members of the Institute of Chartered Account- 
ants through its District Societies; and should these societies 
set up voluntary centres to provide such aid? 


The Institute has asked these questions of its District Societies 
and of the membership generally but, so far, the response has 
been patchy. The London and District Society Committee is 
-anxious to establish what are the views of the broad spectrum of 
its grass-roots members. It would like, therefore, through your 
columns, or directly, to obtain the views of interested chartered 
accountants in Central and Greater London who have not 
already contributed to the debate. 


It has been suggested that most of the assistance wanted by 
small businesses could probably best be provided by small 
firms of accountants, but that it would be unfair to burden this 
section of the profession with providing the bulk of free or 
subsidized services, especially in the present economic situation. 


The view has also been expressed that chartered accountants 
should not try to set up new voluntary aid organizations where 
they may be called upon to deal with problems not normally 
dealt with by them in their daily work. For example, whilst 
accountants could assist handicapped people with financial 
aspects of claims to tribunals, they would need to have knowl- 
edge of the rules and statutes under which the tribunals operate. 
It is thought, therefore, that such help would be best provided 
through an organization familiar with the problems involved, 
such as the Citizens’ Advice Bureaux, for which some ac- 
countants are already working. 


On the other hand, some members feel that many people need 
help with matters on which accountants are particularly 
competent to advise, such as completing income tax returns, 
or advice on the long-term financial aspects of buying a house; 
further, that accountants are, by their training and work, quickly 
able to adapt their skills and knowledge to deal with unfamiliar 
matters. The advocates of this view suggest that accountants 
should not work anonymously, but set up their own voluntary 
aid centres, where members from all sections of the profession, 
whether in industry, commerce, practice or government service, 
can play a part, and where the burden does not fall on just the 
smaller practising firms. 

These conflicting views have come from just a few sources 
and, as it is a matter of considerable public interest and has 
wide implications for the District Society and the profession as a 
whole, the Society would like to obtain a broader response. The 
assistance of your journal in furthering this response would be 
greatly appreciated. 


Yours faithfully, 
F. J. G. WHINNEY, 
London EC2. Chairman, 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS. 


* Gi S 
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Liquid Assets? 


Sir, — One industry which is surely set fair for explosive ex- 


pansion in the next few years is the aquacultural or fish farming ` 


industry. 

Statistics show that naturally-harvested fish tonnages have 
peaked out at about 70 million tons and, for the future, they can 
only be expected to show a modest rate of increase with an 
ultimate limit in the not too far distant future. In short, the 
plunder of the world’s waters must give way to the controlled 
harvesting of natural reserves alongside the organized cultivation 


not only of fish and shellfish, but of seaweed, coral, turtles and ` 


many other aquatic species. 


In my opinion, there is a two-fold industry problem of stock _ 


control and valuation thereof and, as one who has spent a 
considerable amount of time seeking a solution to the problem of 
insuring aquacultural stock, I would be very interested to know 
how accountants are tackling the problem. 


What is the best way, for example, to determine stock levels Ek. 


and values at the various stages of growth for oysters or trout in 


an intensive rearing system, or salmon in a sea lock or seaweed 


in deep-water beds? Above all, how do you verify if figures _ E 


submitted are correct? Will accountants need to be divers in 
future? 


_ If this problem is one that I as an insurance broker have run 
into, I feel sure that accountants must also have encountered it. 


I would very much like to know how members ot the ac- 
countancy profession are handling existing operations and what 
guidelines they are preparing for the imminent developments in 
aquaculture. 


Yours faithfully, 
P. A. D. SECRETAN, 
Manager, 
AQUACULTURAL INSURANCE FACILITY 
Haywards Heath, Sussex. 
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Barn Dawes (Europe) Lan. 


Subsidizing Who and What? 


Sir, — According to your leading article of August 2oth, ‘criti- 
cisms of the rate and tax subsidies for council housing have 
been matched by assertions that tax relief to the owner-occupier 
is just as much a subsidy to a particular group’. While such 
assertions have indeed been made — and on occasion by some 
who should know better — it is important that readers of The 
Accountant should recognize the weakness of this argument. 
Discriminatory tax relief may be tantamount to a subsidy; 
but use of the word in the present context is needlessly emotive 
and tendentious. We do not speak of men and women being 
‘subsidized’ to marry, to have children, to insure their lives or to 


support their aged relatives. Further, and unless Parliament has 


decreed otherwise in special circumstances, the onus is upon 
the Inland Revenue to show that the individual is taxable — not 
upon the taxpayer to show that he is exempt. 

Tax relief for mortgage interest is a specialized survival from 
the days when interest generally was reckoned as an allowable 
deduction from taxable incomes, and before the politics of envy 


succeeded in drawing (in the Finance Act 1969) an inevitably 


arbitrary distinction between interest that might be thought 


‘socially desirable’ and that which was not. It extends, moreover, — 


only to the interest element of each mortgage repayment; not 
to the capital proportion which, in the early years of a typical 
mortgage, is significantly larger. 

The social case for housing subsidies to those in genuine need 


should not need to be bolstered by a specious attack upon ` 


owner-occupiers. 
Yours faithfully, 


Name and address supplied. WILFRED. 
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New Era in Capital Taxation 


d London Accountants Discuss Wealth Tax 


Tae proposed new wealth tax and the 
J recently introduced capital transfer 
| tax, according to Mr Halmer Hudson, 
| F.C.A., are closely-related alternative taxes 
` devised on the basis that ‘if the one 
doesn’t get you, the other one will’. 
Describing the twin taxes and the com- 
K prehensive anti-avoidance legislation that 
` would inevitably be incorporated into 
| them as the dawn of a new era in capital 
` taxation in this country and a radical 
_ departure from the ‘voluntary’ nature of 
_ the old estate duty, he predicted that the 
| wealthy would be confronted with con- 
` siderable problems in the future. Entire 
| family fortunes were in danger of dissolu- 
` tion within the space of a single genera- 


S tion. 


A 


i 
j 
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| Family businesses 

_ Mr Hudson, the first speaker at a recent 
one-day conference of the London and 

` District Society of Chartered Accountants, 
was particularly concerned for the fate of 
family businesses in the light of the 
wealth tax proposals. Shareholders in 

family companies and proprietors of 

unincorporated family ventures would 

find it increasingly difficult to meet an 

| annual liability to wealth tax without 


` disposing of some of their assets in order 
` to raise funds, and this fragmentation of 
industry would almost certainly be to the 
|- detriment of its efficiency. The possible 
| solution to the problem suggested in 
| paragraph 35 of the Green Paper ~ to the 
_ effect that shareholders and proprietors 
| who find themselves in this position 
| might be permitted to defer payment of 
F their annual wealth tax liabilities until 
~ their retirement or death — was an 
fy _ inadequate one. , 
| It was obvious that the eventual 
t burden of paying several years’ wealth 
` tax liabilities at one time, together with 
the interest that it is proposed should be 
= charged at a commercial rate for the 
_ privilege of deferment, would necessitate 
= the sale of the whole undertaking and 
accordingly frustrate the natural desire of 
an entrepreneur to pass on his business to 
his son. 

Mr Ralph Ray, B.SC.(ECON.), F.T.LL., 
quoted some impressive statistics to 
prove that fiscal policy over the past 
decade had already achieved a material 
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redistribution of private wealth in the 
UK. He questioned the fundamental need 
for the additional imposition of an 
annual wealth tax with its considerable 
administrative difficulties and its low 
projected yield. 


Husband and wife 


The White Paper on capital transfer tax 
stipulated that a husband and wife were 
to be treated as separate persons, and the 
Green Paper on wealth tax — though 





Mr Halmer Hudson 


without coming to any final decision on 
the matter — appears to favour the same 
arrangement. Mr Ray stressed with the 
aid of illustrations the substantial benefits 
to be derived from taking advantage of the 
exemption from capital transfer tax for 
transfers between husband and wife, in 
order to equalize wealth between the two 
of them during their joint lifetimes. 

The proposed abolition of the surviv- 
ing spouse exemption was certain to 
generate a good deal of activity in the 
revision of existing wills. The most 
likely tactic to be adopted in future was 
that both husband and wife would 
bequeath their estates directly to their 
children rather than to each other, in 
order to avoid aggregation on the second 
death. 


Sale as evidence of value 


Mr Ray made a strong plea for a pro- 
vision to be incorporated into the wealth 
tax legislation, equivalent to that con- 


tained in section 45 and Schedule 18 of 
the Finance Act 1973, under which the 
probate value of quoted securities could 
be reduced for estate duty purposes if the 
securities in question were sold within 
one year of death at a price lower than 
that prevailing at the date of death. It 
would be openly iniquitous if an honest 
taxpayer who had consistently valued an 
asset for wealth tax purposes at a price 
in excess of that which he is eventually 
able to realize on its disposal were to 
receive no relief for the excessive tax that 
he had paid during his ownership of the 
asset. 

Mr Peter Whiteman, LL.M., criticized 
the modern fiscal structure for the high 
number of separate taxes that were now 
emerging, and advocated that the intro- 
duction of wealth and capital transfer 
taxes should at least be balanced by the 
abolition of some others. His own pre- 


ference would be for the restoration of 


incentive by the scrapping of all the 
higher rates of income tax over 33 per 
cent, coupled with a compensatory 2 per 
cent increase in the rate of value added 
tax. 


A better document 


He considered that the wealth tax Green 
Paper was, generally speaking, a soundly 
constructed and moderately worded docu- 
ment, in sharp contrast to the ‘shoddy’ 
White Paper on capital transfer tax, but 
it did not adequately clarify the Govern- 
ment’s proposals concerning a person’s 
liability to the tax in terms of his domicile, 
ordinary residence and residence. The 
suggestion in paragraph 14 that it would 
be unfair to resident individuals to allow 
non-residents to own land in the United 
Kingdom free of wealth tax was, he felt, 
illogical, since non-residents had always 
been granted favourable treatment under 
the capital gains tax legislation. 

Mr Whiteman suggested that pro- 
fessional advisers should now seriously 
reconsider the usefulness of the trust as a 
tax planning medium in view of the 
proposal generally to assess trust funds to 
capital transfer tax on being placed into- 
and taken out of the trust, and to wealth 
tax during the intervening period. In 
particular it was clear that overseas 
trusts created by United Kingdom 
settlers, or ‘artificial’ overseas trusts as 
they are called in the Green Paper, were 
to be dealt with severely, with powers to- 
recover tax provided for against settlors, 
trustees and beneficiaries. 

The high level of interest among 
members of the profession in the wealth 
tax proposals was reflected in the lively 
question and answer session between the 
speakers and the large audience that con- 
cluded this successful conference. 
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End ‘Legislation by Decree’ 


‘Instant Government’ Attacked at Leeds Dinner 


RITICISM of ‘Government legislation by announcement’, was made by Mr 
Kenneth J. Sharp, T.D., M.A., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, responding to the toast of the Institute at the 
annual dinner of the Leeds, Bradford and District Society of Chartered Accountants. 
‘In the disharmonious state in which our nation at present finds itself,’ said the 
President, ‘it is perhaps worth while spending a little time considering one of the 
fundamental requirements for the effective maintenance of democracy, which is 
the most fundamental aspect of our national way of life. I suggest that one of the 
most important pillars of our democratic structure is respect for the law. 


‘Respect for the law is dependent on 
three factors. Firstly, it should be socially 
acceptable — it should reflect the current 
temper of society, and when that temper 
changes the law must change with it. 
Secondly, it must be practical; it must 
be capable of practical application by the 
people whose duty it was to make it work. 
Thirdly. it must be certain, so that those 
who were subject to it were in as little 
doubt as was humanly possible as to its 
effect and meaning.’ 


Consultation with government 


As to practicality, Mr Sharp said that 
there had been great strides forward in 
recent years with the increasing degree 
of consultation by Green Paper and 
otherwise between government, the pro- 
fessional bodies, trade associations and 
other interested parties. The Institute 
could rightly be proud of the initiative 
it had taken some years ago which led 
to Mr Roy Jenkins, then Chancellor of 
the Exchequer, accepting the desirability 
of a greater degree of consultation. 

“These consultations have, I believe, 
produced a substantially higher standard 
of fiscal legislation at the technical level 
than would otherwise have been the case. 
I think we have to accept that it is in- 
evitable that fiscal legislation, if it is to be 
fair, will be complex; but, having accepted 
that, the requirement for debate and 
discussion before enactment is thereby 
the greater. 

‘The effects of this were seen very 
clearly in the discussions which took 
place on the Green Paper before the 
introduction of value added tax. The 
Institute is whole-heartedly in favour of 
these discussions, and commends their 
continuance to all future Chancellors.’ 

Mr Sharp went on: ‘But what about 
certainty? Since March 26th we have 
all been subject to the gifts tax, or to 
capital transfer tax, as I believe it should 
properly be called; but if I want to find 
out what is the legislation relating to this 
tax, or indeed even the proposed legis- 
lation, I cannot.’ 

There had been no Bill presented to 


Parliament; and now there was not even 
a Parliament. ‘We have had Ministerial 
announcements; we have had the White 
Paper; we know the outline of what is 
proposed. But those of us who have to do 
with tax are well aware of the differences 
that can arise in the detailed provisions of 
legislation compared with the White Paper 
which originally announced it.’ 


Bureaucratic convenience 


Not only the present Goyernment was at 
fault; similar cases in recent years had 
been the tax on development gains and 
the tax treatment of rental payments 
under sale and leaseback transactions. 

‘I believe that this legislation by 
announcement amounts to the subjection 
of commerce tothe convenience of bureauc- 
racy and exhibits a cynical disregard of 
the Parliamentary system’, declared Mr 
Sharp. ‘It is totally wrong thatthe ordinary 
transactions of ordinary people and busi- 
nesses should be subjected to uncertainties 
inherent in this growing trend towards 
legislation by announcement.’ 





The toast of The Institute of Chartered 
Accountants in England and Wales had 
been proposed by Mr Ian Appleyard, 
B.SC.(ENG.), President of the 
Chamber of Commerce, who believed 
that the country needed a new eta of co- 
operation between industry and govern- 
ment in combating the immensely serious 
economic situation which confronted 
it. 

‘But it has to be co-operation that 
recognizes that our future prosperity 
depends on a vigorous, expanding and 
profitable private sector, upon better 
understanding between management and 
work force, and a public sector which is 
allowed commercial freedom to organize 
its affairs and provide services on an 
economic basis. Over the years, there has 
been continuous government intervention 


involving complete and utter changes of ` 


direction.’ 


Government irrelevance 


Industry desperately needed a breathing 
space to get on with its job of exporting 
and investing. In particular, Mr 


Wedgwood Benn’s White Paper on the — 


regeneration of British industry [The 
Accountant, August 22nd] was a complete 
irrelevance in the present situation. 
Taxation laws had yet to recognize 
the existence of inflation. He welcomed 
the work the accountancy profession and 
the Institute in particular had done and 


was doing currently on inflation account- ` 


ing. 

Mr Peter Crowe, F.C.A., President of 
the Leeds, Bradford and District Society, 
proposed the toast of "Our Guests’, and 
Mr P. H. C. Walker, M.A., B.C.L., DIP.TH., 
Recorder of the Crown Court, responded. 





Mr Peter Crowe, F.C.A., President of the Leeds, Bradford and District Society of Chartered 
Accountants (second from right) with his principal guests at the Society's annual dinner. 
From left, Mr lan Appleyard, B.Sc. (Eng). President, Leeds Chamber of Commerce; Mr Kenneth 
Sharp, T.D., M.A., F.C.A., President of The Institute of Chartered Accountants in England and 
Wales; Councillor Mrs Joan de Carteret, J.P., Lord Mayor of Leeds; and Mr P. H. C. Walker, 
M.A., B.C.L., Dip.Th., Recorder of the Crown Court. 
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Nottingham Fiesta Cup 
goes to Birmingham 


by Nigel Crockford and Derek McGowan, A.C.A. 


HE Nottingham Chartered Ac- 

countant Students’ Society’s annual 
sports fiesta held late last month was 
favoured by tremendous support from 
over 450 students from 14 chartered 
accountant student societies and perfect 
weather. The venue for nearly all the 
sports was again Highfields Sports 
Ground - this centralization greatly 
aided the organizers and competitors, of 
whom none were lost in transit this year! 


Finesse 


In the final of the men’s doubles tennis 
tournament, the Birmingham pair playing 
with controlled power and double- 
handed finesse, reminiscent of Nastase 
and Connors, defeated the Leicester and 
Northampton pair in an exciting three- 
set final, 6-3, 4-6, 6-4, both sides hitting 
the ball well and moving about the court 
with complete harmony. 

The hockey tournament turned out to 
be a ‘welcome back’ victory for London 
who have not attended the Fiesta for 
several years. They narrowly defeated the 
home side Nottingham 2-1 in the final and 
can, to a certain extent, thank the 
Kenyan National Hockey Team for the 
victory! 

The seven-a-side rugby proved a very 
hard battle indeed with several players 
having early baths and conducted tours of 
Nottingham General Hospital e casualty 
factilities! The final between Liverpool 
and Chester and North Wales started in 
classic style with both teams running and 
handling well; in the end Liverpool 





Birmingham power their way to victory 
in the tennis tournament. 





proved the stronger of the two sides, 
scoring prolifically in the second half 
against a side depleted to six by injury and 
obviously feeling the effect of the semi- 
final match against Birmingham which 
they won 12-10. 
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The penalty play-off as Birmingham beat N 


As many as 25 teams took part in the 
five-a-side soccer competition. All the 
games were played in great sporting 
spirit and supporters were requested to 
leave sharp pencils and flow chart 
templates at the ground entrance. The 
eventual winners were Sheffield who 
retained the Cup by beating Birmingham 
1-0 in the final. Both teams had hard semi- 
final matches, Sheffield defeating Derby, 
and Birmingham defeating Newcastle 


London attacking in the hockey 
semi-final. 
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after a penalty competition to decide the 
winners. 

The occasion was slightly marred by 
the disappearance of two footballs — was 
anyone seen walking peculiarly? 


Decisive golf 

The golf competition drew an entry of 
32 players and was played at the nearby 
par 73 course at Stanton-on-the-Wolds. 
Societies were represented by up to three 
pairs each in a ‘four ball better ball 
bogey’ competition. 

An early pace was set by the Birming- 
ham pair, one of which produced what 
must have been the best golf seen at the 
fiesta in recent years. Two Birmingham 
players, each playing off two handicap, 
returned a six-up on bogey score; this was 
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wceastle in the semi-final at Soccer. 


highlighted even more by one of the 
players producing a gross 68 score which 
was within a birdie or two of equalling the 
amateur course record. 

Winners of the Golf Cup were the last 
pair back at the 19th! They were a pair 
from Leicester and Northants who 
returned a fantastic nine-up on bogey 
(both incidentally playing off 24 handi- 
caps). And so, as in the previous two 
years, high handicap players took the 





Close of play — evening seminar 
at Tiffany's Club. 
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Cup, though not all the honours, and 

gained Leicester and Northants valuable 

points in the race for the treasured 
Fiesta Cup. 

There are no rewards for returning 

_ lost golf balls — they only want the soccer 
balls back! 


Badminton 


Badminton was played at the University 
Sports Centre, 36 players provided 18 
teams for the quick death knockout com- 
petition. The semi-finals included two 
pairs from the home team and one from 
each of Huddersfield and Northern. 

One of these matches was inevitably 
billed as ‘Nackers v. Nackers’, in fact it 
was Northern CASS v. Nottingham 
CASS, and unfortunately for the home 
team their play wasn’t good enough! 

The final matched Huddersfield CASS 
against Northern CASS; Huddersfield 
had walked over every team they met on 
the way to the final — no team managing 
to muster more than seven points against 
their 21. 

The final proved their most difficult, 
but they still managed a convincing win, 
21-11, 21-15. 

Congratulations to Huddersfield on 
once again not going home without a 
Cup — no thanks to their ACASS 
representative Dave Cooke in the tennis! 


Lucky ‘Mr Universe’ 


The squash competition, like the bad- 
minton, was played at the University on 
courts of a high standard even though 
lacking in numbers — two courts for 
35 players playing a one game knock-out 
competition left not a small congestion on 
the balconies. 

The semi-finals had Birmingham 
matched with Northern, and Shetħeld 
with Leicester and Northants. It was 
again the Midlands teams that fought 
their way to the final, where Leicester 
and Northants beat Birmingham 10-8 
in a keenly fought match that seemed 
never ending as each player lost his 
service points in the closing stages. 

So, after some five hours of hard play, 
it was time to get out the instant pocket 
calculators and count up the scores for 
the prided Fiesta Cup. This is awarded 
to the team which over all the sports is 
the most successful — six points are given 
for a win, four for second, and so on. 
Birmingham took the Cup from runners- 
up Leicester and Northants — members 
of the Birmingham team then spent two 
hours deciding who should be their ‘Mr 
Universe’ to collect the Cup from the fair 
Nottingham maids later in the evening! 

From the exertions of the field, the 
elation of the winners and the momentary 
depression of the losers, the scene shifted 
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to Tiffany’s night club. In true accountant 
fashion many of the participants had 
lost their entrance ticket and had to 
be personally identified by the organ- 
izers, the normal identifying marks 
being a bandage or green ink on the right 
hand. 

Having overcome top security at the 
door, students were treated to the now 


traditional Nottingham Fiesta fare of 


‘strip-en-steak’, First the steak washed 
down with a pint of fizzy English wine — 
a meal to make Egon Ronay’s eyes water; 
and then the cabaret, three really 
beautiful girls taking off their attire as 
only girls can — a sight to make Mary 
Whitehouse’s eyes water? 

The programme was interrupted for 
the presentation of the glittering trophies 
— nothing to do with Penny Lane’s 
enticing figure! The cups (one-pint, 





Training Record ‘Shipshape 
and Bristol Fashion’ 


Me a Jong period of slumber, 
Bristol CASS is rapidly emerging 
among the most enterprising student 
societies. By working closely with prin- 
cipals, it has already achieved a recom- 
mended minimum salary of £1,050 in the 
area (‘Roundabout’, September 12th). 
Further evidence of its lead over other 
societies in its policy of co-operation was 
demonstrated on September 26th, when 
it held the first joint meeting on the 
Training Record which became mandatory 
on October rst 

Organized by Dave Dick, the Society’s 
education secretary, the large attendance 
of principals and students amply demon- 
strated the Society’s concern for the 
profession as a whole. 


Planner for all 


Mr A. D. Chessells, a.c.a., the Society’s 
President, opened the meeting by intro- 
ducing Mr R. M. Shaw, training officer 
of the Institute. In a factual but lively 
manner, Mr Shaw gave a brief outline of 
the history of the Training Record 
which, he said, had its origin in the 
Institute’s Policy for Education and 
Training. 

‘The Training Record’, he said, ‘will 
be as useful as the purpose to which it is 
put.’ He hoped that the new document 
would prove easy to use, not only for 
students to classify and record their 
experience and as an aid to career 
planning, but also for the Institute’s 
use. 

The key to the Record, Mr Shaw 
stressed, was a review with the principal 
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half pint, C & D) were presented by — 
Penny Lane and Khardine to the captains —— 
of the winning teams. Graham Capper 
took the Fiesta Cup for Birmingham and 
celebrated with his team with a bottle of 
champagne. E 

The evening continued with a demon- 
stration of as much fitness as shown by. _ 
any competitor in the afternoon from the ` 7 
Fiesta favourite Miss Brandy di Franck. ` — 
The day was brought to a climax at 
2 am when the club was raided by irate 
coach drivers, all parked on double yellow 
lines and anxious to identify their full 
complement of young ‘sober’ aspiring 
chartered accountants who had been ` 
entrusted to their care by trusting 
principals. 

To all those who woke up at the wrong 
end of the country, the organizers 
sincerely apologize! 









every six months to obtain both student’s e 
and principal’s opinions. E 
With this information, the Institute, 
said Mr Shaw, would be able to gather ` 
information about firms’ training and the 
variety of work experience available. — 
This was something that the Institute ` — 
had not yet been able to monitor in 7 
detail. It would be used also to assessa 
student in his application for membership. 
PE I students first 
Among his replies to numerous ques- | 
tions, Mr Shaw said that, initially, the 
Training Record would be selected ona —— 
random sample basis from students who ` 
had taken the PE I Exam. One of his 
first tasks would be to see whether the 
record was working out as planned, and 
to examine any anomalies which might — 
arise. ity 
The Institute, pointed out Mr Shaw, 
had not yet established a ‘normal’ 
programme, but ‘adequate experience’ 7 
was considered to consist at least of 
accountancy, auditing and taxation, and ` 
not just one of these. The Institute would ` 
have to sub-divide these to find which ` — 
items, in particular or in total, were to 7 
be regarded as essential work experience. ` 
The Institute was considering setting ` 7 
up a clearing house, either centrally or at 
district society level, to deal with training 
contracts where experience was proving 
inadequate. Ser, 
Mr Shaw gave the impression that the — 
Institute was aware of many substantial 
problems which would be highlighted by 
the use of the Training Record. 
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London’‘s Oxford Course 


_ Sir, — I read with interest your comments 
on the recent CASSL course held at 
Oxford, and I am bound to say that in 

| general I share your views entirely. There 

_are, though, two points with which I do 

not fully agree: 

Lë (1) A ‘full house’ has not been a 

` regular feature of this course. The 

Es fact that over 100 members attended 

ar Oxford this year is largely due to the 

be unfailing efforts of Edna Tyrrell and 

E? Richard Wood, who did a first-class 

f job. 

| (2) As you rightly say the course has 
de normally been of a very ‘high 

b $ standard? — this in spite of the 

`~ absence of the Chairman and Hon- 

SC orary Secretary. I am not therefore 

convinced that their continued atten- 


He i dance would make much difference, 
LG but in order to be sure, both the 
na Chairman and Honorary Secretary 
vas will be attending the next residential 


k 
$ course. 
g Steps have already been taken with 
| regard to the next residential course to 
` ensure that a better understanding between 
d CASSL and the course lecturers is 
achieved, and I am sure that the ‘Oxford 
fiasco’ will not be repeated. 
_ Finally, I should like to take this 
opportunity to apologize to all students 
„and principals involved, on behalf of 
| CASSL. We are naturally disappointed 
| and hope the foregoing comments will 
g remove some of the doubt that must now 
` 


€ 
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inevitably cloud our next few courses. 


a Yours faithfully, 
; MALCOLM ANGELL, 
| Chairman, CASSL 
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ACASS Council Meeting 
| SIR, — Apathy is a word which is, and to 
_ some extent always will be, linked to many 
à chartered accountant student societies and 
f their members. Their relationship with 
_ ACASS is like that of a short-sighted 
-benefactor who is unable to recognise his 
beneficiaries and consequently the con- 
siderable reward goes down the drain. 
No-one can deny that ACASS Executive 
_ has done much to improve the student’s 
‘lot? through its salaries campaign, its 
negotiations for student representation on 
_ Institute committees, and its activities for 
` better education and training facilities. 
_ These and a host of other benefits are 
_ what ACASS has fought for on behalf of 
_ students. Colin Cassie, of ‘Student Round- 
about’, hit the nail on the head in his 
speech at the ACASS September Council 
` guest night dinner, when he declared that 
too many student societies and their 
members failed to capitalize on the work 
_ of ACASS, and that the parochial attitude 
` of some members was a reflection upon the 
administration of their own societies. 
i The ACASS Executive carry out the 
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Letters to Roundabout 


policies and instructions which are resolved 
at the March and September Council 
meetings. But what happens when certain 
student society members become apathetic? 
Does apathy spread slowly through ACASS 
like a canker until we have an Association 
consisting of no more than an elected 
Executive, a few large student societies and 
one or two smaller ones like Bradford and 
Lin CASS upon whose shoulders fall the 
formulation of policies for all students? 
Can it then be said that ACASS is re- 
presentative of all student societies? 

I raise these questions after attending the 
September Council meeting. I was, to say 
the least, surprised to discover how many 
societies had not sent any delegates to the 
meeting. I was equally surprised at the 
attitude of some of the delegates who ap- 
peared to find the proceedings somewhat 
above their heads and who raised their 
hands with the majority and never 
contributed a word throughout the three 
days of discussion. 

Time after time the exasperated ACASS 
Secretary, Andy Pott, asked delegates 
voting against important policies to stand 
up and be heard. Some responded to this 
plea, but still there were delegates voting 
against important issues without actually 
speaking out! 

If student societies are going to send 
delegates to Council meetings then let us 
hear their opinions, their problems, and 
their criticisms. After all, that’s what the 
Council meetings are all about. Some 
delegates will doubtless argue that the 
reason they were reluctant to say anything 
was because they did not receive their 
discussion papers early enough to enable 
prior debate on the motions to be fully 
formulated. But the papers did not arrive 
so late as to prevent apathetic delegates 
from formulating at least a few construc- 
tive opinions. 

I admit that for some of the policies on 
the agenda, I did not have a mandate from 
Liverpool to vote either way. It was left to 
my own judgement to assess the argu- 
ments for and against and to contribute in 
any way I could. With hindsight, I didn’t 
say enough, but at least contributed to the 
proceedings which showed that nay Society 
was sufficiently interested in the policies 
and future role of ACASS. 


Yours faithfully, 
BRYAN CALLAGHAN, 
ACASS Representative, 
LIVERPOOL CHARTERED ACCOUNTANTS 
STUDENTS’ ASSOCIATION. 


London’s Finances 
Sir, — Is Tony — ‘I hope I got my sums 
right!’ — Komedera wishing to denigrate 
the CASSL profit of £10,153? (“Round- 
about’, September 5th). 

My factual and non-controversial letter 
concerning CASSL finances required no 
comment, least of all Tony’s reply riddled 
with innuendos and half-truths, so perhaps 
the following facts will correct the matter: 






(1) The grim facts are that between 1969 
and 1972 CASSL lost £21,386 — yes 
£21,386. 

(2) Had a more prudent accounting 

policy been undertaken provisions 

would have been made for the 

‘exceptional’ items mentioned, which 

in any case are insignificant compared 

to the deficit. 

1973 was the year we increased 

student subscriptionincome by £6,048 

by hard work in the second half of 
the year, and the sum of £3,600 
which was included ‘with the whole- 
hearted support of the honorary 
auditors’ represented money col- 
lected relating prior to my election 

in June 1973. At the end of 1973 

certain money due for the year had 

not been paid and it was then that I 

obtained Institute approval for a 

letter to defaulting principals. The 

benefit of this money will be in- 
cluded in the 1974 accounts. 

(4) The ‘massive increase in expenditure 
in 1973 of nearly £4,000’ is in- 
accurate on three accounts: 

(a) actual expenditure increased by 
£2,243 from £43,290 to £45,533; 

(b) the increase is less than 5 per cent 
against inflation at the time of 
II per cent plus; 

(c) upon assuming office, inflation 
(particularly wage inflation in 
Central London) was spiralling 
our costs, so our first task was to 
cut expenditure. The benefits 
were felt during the year I was 
treasurer, and should continue. 

The following figures show the true 

figure if action had not been taken: 


Action taken No action 


(3) 








by EE ER 
Income .. 55,686 50,798 
Expenditure 45,533 52,948 
Profit (Loss) .. £10,153 £(2,150) 





(5) I am pleased with the subscription 
increase negotiated with the London 
District Society and I hope that both 
parties will note the letter from Mr 
Kenneth Sharp regarding inflation 
and subscriptions! 

Finally Tony refers to my failure to be 
re-elected at the 1974 AGM. This is 
hardly surprising, as having been re- 
elected treasurer unanimously the rules 
changed and I was out!! 

Another election was then held in which 
certain candidates stuffed with, proxies, 
and banal speeches, swept in. Good luck to 
them, there is nothing illegal in that, but I 
wanted no truck with it. 

Ironically, the result has thrown up 
Malcolm Angell who will prove an excellent 
chairman if he can bind what appears to be 
a divided Executive to implement the 
radical resolutions of the AGM. As for 
Tony Komedera, well he can only 
improve as treasurer. 

Yours faithfully, 
GR PEYER, 
Treasurer, CASSL, 1973-74. 
Sanderstead, Surrey. 









Notes 


and 
Notices 


PROFESSIONAL NOTICES 


Coopers & LYBRAND announce that 
Mr Bryan Joun WHITEHOUSE has been 
admitted into partnership in Birmingham 
and Coventry. Mr Wuirenouse will in 
due course take over responsibility for the 
Coventry office. 


ELLACOTT, STRANKS & Co, Banbury 
and Northampton, have merged their 
practice with Kuer & Fox, Northamp- 
ton. The combined practices of ELLACOTT, 
Srranks & Co, Cairns, LENTON, STRANKS 
& Co, A. L. PEATMAN & Co, and KILBY 
& Fox will continue at their present 
addresses as ELLacott, STRANKS & Co. 
Partners in the new practice are: Messrs 
G. J. S. ELLACOTT, F.c.a., H. M. STRANKS, 
F.C.A., K. H. LOCKE, F.c.a., B. G. HART, 
A.C.A., J. P. Gray, F.c.a., D. T. DUTTON, 
F.C.A., D. M. WARMINGTON, A.C.A., E. L. 
OWEN, F.C.A., A. L. PEATMAN, F.C.A., J. 
W. D. CAIRNS, F.C.A., A. W. H. LENTON, 
F.c.A., and G. E. PARTRIDGE, F.C.A., Mr 
E. ADAMS, F.C.C.A., remains as a consul- 
tant. 


The partners of ENGLISH & PARTNERS 
announce that with effect from October 
1st, 1974, the firm’s name has been changed 
to APPLEBY ENGLISH & PARTNERS. They 
announce also that on that date Mr 
Royce BATTERS, F.c.a., and Mr PAUL 
REDDINGTON, A.C.A., both of whom are 
partners with APPLEBY & Woop, have 
been admitted as partners of the firm, and 
that Mr CYRIL TAYLOR, F.C.C.A., who has 
previously practised on his own account 
in the South East of England and Mr 
GAVIN GEORGE CURTIS, A.C.A., a senior 
member of the staff of APPLEBY & Woop, 
are joining the firm at the London 
office. The principal place of business 
will continue to be Manchester with 
other offices in London, Birmingham, 
Cardiff, Newcastle upon Tyne, Bristol, 
Northampton and Leigh-on-Sea. 


FARRELL, JACKSON, Dickinson & Co, 
Chartered Accountants, announce that 
Mr Grauam Wuso DICKINSON, F.C.A. 
retired from the partnership on September 
3oth, 1974. The remaining partners will 





continue to practise as before at 19B 
School Road, Sale, Cheshire and at their 
Falmouth office under the style FARRELL, 
Jackson, DicKINson & Co. 


GANE Jackson & WALTON and 
CALDER-MarsHALL Ipotson & Bound 
announce that as from October tst, 1974, 
they are amalgamating their practices. 
The combined firm will operate from 
Alan House, 55-59 Saffron Hill, London 
ECIN 8RN. 


Lowe, BrncHam & Matruews, Char- 
tered Accountants, of Prince’s Building, 
Hong Kong, announce that they have 
admitted into their partnership as from 
October ist, 1974, Messrs DUDLEY 
LEsLIE HARDING, A.C.A., and JULIAN 
RALPH WORLEY, A.C.A. 


Peat, Marwick, MiırcHeELL & Co, 
Hong Kong, announce the admission to 
the partnership of Mr Marvin K. T. 
CHEUNG and Mr EDWIN JOHNSTONE on 
October Ist, 1974. 


THomson McLintock & Co, Chartered 
Accountants, announce that Messrs 
GERALD A. STURTRIDGE, B.SC., A.C.A., 
GREGORY K. CAIRNS, A.C.A., and ALFRED 
A. HILL, M.B.A., A.C.A., all senior mem- 
bers of their staff, were admitted to 
partnership in Bristol on October rst, 
1974. They announce also the opening of 
an office at 35 Southernhay East, Exeter, 
EXi 1AZ, telephone Exeter (0392) 
32541. Mr GERALD A. STuRTRIDGE, 
B.SC., A.C.A., is the resident partner in 
charge. 


Turquanps BarRToN Mayuew & Co, 
A. C. PALMER & Co, of Provincial 
House, New Walk, Leicester, announce 
that Mr G. C. S. Baker will be admitted 
into partnership with effect from October 
7th, 1974. 

WENHAM Major & CLarke, Chartered 
Accountants, of Dickens House, London 
EC4, announce that on October Ist, 1974, 
the practice of Ernest CLARK & Co 
Chartered Accountants, of High Holborn 
House, London ` WC", was merged 
with their practice and Mr Antuony E. 
CLARK was admitted into partnership. 
The combined firm will practise in the 
name of WENHAM Major & CLARKE. For 
the present the office of Mr CLARK will 
remain at High Holborn House. 


APPOINTMENTS 
Mr Richard Malyon, F.c.a., has become 
managing director of Websters Publica- 
tions Ltd. 

Mr Raymond John Burn, a.c.a., has 
been appointed to the Birmingham- 
based merchant bank, G. R. Dawes & Co 
Ltd, with special responsibility for 
corporate and personal financial services. 

Mr L. V. D. Tindale, cp. c.a., has 
been re-appointed chairman of Edbro 








(Holdings) Ltd. He had previously been ` — 
chairman during 1971-72, and rejoined 7 
the board recently after completing a 
two-year term of office as director of ` 
Industrial Development at the DTI. ; 
Mr Ken West, F.c.A., chief accountant — 
of the Tarmac Group’s Roadstone Divi- 
sion, has become administration and 
finance manager for a giant irrigation 
project in Peru. He is succeeded by Mr — 
Terry Mason, F.C.A., ae 
Esselte Products, the office supplies — 
and accessories company, and Esselte 
Citizen, the marketing company of 
Citizen Business Machines, have ap- 7 
pointed Mr Malcolm Tegg, A.C.A., as 
chief accountant, responsible for the 
accounting and administration of both 
companies. e 


DOUBLE TAXATION AR 
Switzerland ee 
The supplementary protocol amending ~ 
the Double Taxation Convention between 
the United Kingdom and Switzerland ` 
which was signed on August 2nd has been 
published as a Schedule to a draft order in ` 
Council. The draft order is subject to 
approval by the House of Commons. 


NEW SERVICE TO 
MANAGEMENT 


Binder Hamlyn Fry & Co, management ` 7 
consultants, together with Diebold =~ 
Europe SA, computer management and 
systems specialists, have formed a new — 
company, BHF/Diebold Ltd. They have 
chosen to do this rather than expand 
separately into each others area of ` 
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Mr John Gratwick 
chairman 


Mr N. M. Branch 
a director 


activity. This will enable each company — 
to concentrate on its own area of speciali- 
zation, while providing a much broader 
service to management through the new ` 77 
organization. Sh 

At a press conference last Friday 
introducing the new company, the chair- 
man, Mr John Gratwick, of Diebold ~—= — 
Europe SA, stated that the aim of BHF/ G 
Diebold is to focus two specialized and 
complementary sets of skills upon clients’ 
problems. ‘BHF /Diebold’, he added, 7 
‘will be able to identify the information ` 
manager’s need to contend with inflation, 








stock shortages and declining profit 
_ margins — and to ensure that the systems 
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are brought into operation in a controlled 


and effective way.’ 


Binder Hamlyn Fry & Co, founded in 
1948, is a wholly-owned subsidiary of 
Binder Hamlyn Singleton Fabian, char- 
tered accountants. BHF will nominate 
three directors to the board of the new 
company, one of whom is Mr N. M. 
Branch, F.C.A., managing director of the 
firm. 

The Diebold Group is an international 
consultancy based in the USA. In 


‘Europe, the group’s practice is centred 
upon computers and management in- 


formation. Diebold will nominate two 


directors to the board of BHF/Diebold. 


LDS LUNCHEON MEETING 


The first luncheon meeting of the 
1974-75 season organized by the London 
and District Society of Chartered Ac- 
countants will be held on Friday, 
` October 11th at Chartered Accountants’ 


Hall, when Mr David Nicolson, chairman 


of British Airways, will give a short 
address on a subject of his own choice. 


Tickets, price £3°78 including VAT, 
are available from the Society’s Secretary 
at 38 Finsbury Square, London EC2A 
IPX. (01-628 2467). 


CHANGE OF DATE FOR 
FINANCE ACT COURSE 


It has been found necessary to alter the 
dates of the course of five seminars on the 
Finance Act 1974, organized by the City 
of London Polytechnic. This will now be 
held on ‘Tuesdays, commencing on 
October 8th, and not on Wednesdays, as 


“previously stated in The Accountant of 


September rgth. 


ICMA PRESIDENT VISITS 
NORTH AMERICA 


The President of the Institute of Cost 
_ and Management Accountants, Mr Denys 
E Edmonds, F.c.M.A., with the Secretary, 
-Mr T. B. Degenhardt, M.A., F.C.LS., 
` flew from London last week on a 15-day 


round trip to New York, Washington, 
Hamilton (Ontario), Toronto, Ottawa 
and Montreal. 

The purpose of the tour is to meet 
Institute members, and Presidents and 
top executives of the National Association 


SUCCESS IN 
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FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 





Some members of the newly formed SoSCA Young Members Group are entertained 
by their President at a meeting last week at the University of Southampton. Left to right Mr 
J. P. Hough, F.C.A., Secretary of the Institute, Mr P. M. Deanne, A.C.A., Mrs Stella Fearnley, 
B.A., A.C.A., and Mr. D. Heenan, A.C.A., with Mr M. G. Lickiss, B.Sc.(Econ), F.C.A., President 


Dept AH3, Tuition House, London SW19 4DS. 
Or for a Prospectus only ring 01-946 1102 (24- 


of the Southern Society of Chartered Accountants. 





of Accountants, Financial Executives 
Institute and the American Institute of 
Certified Public Accountants (all in New 
York), the Cost Accounting Standards 
Board (Washington), the Society of 
Industrial Accountants of Canada (Hamil- 
ton), and the Canadian Institute of 
Chartered Accountants (Toronto). 

In New York, the British Trade 
Development Office is giving a reception 
for ICMA members and ladies, and there 
will be a separate reception for registered 
students and ladies. The British Embassy 
in Washington is organizing a joint 
reception for members, students and 
ladies at the Embassy and similar recep- 
tions will be held in Toronto, Ottawa and 
Montreal. 


LOCAL ACCOUNTING 
BODIES CO-OPERATE 


The Thames Valley Society of Chartered 
Accountants invited members of the 
Beds and South Bucks Branch of the 
ICMA to attend a dinner and lecture 
held recently at the Caversham Hotel, 
Reading. 

The speaker, Mr J. A. Franklin, a 
merchant banker, addressed the audience 
on decisions to be made when considering 
whether to lease, rent or buy capital 
equipment. 

The meeting was a great success, and 


obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE 


it is hoped it will prove instrumental in 
providing greater co-operation between 
the two bodies in the future. 


CERTIFIED DIPLOMA 
Examination Results 


Of the 309 candidates who sat the first 
examination for the Certified Diploma in 
Accounting and Finance, in June, 190 
passed. 

The following gained the first three 
places: 
First Place — Mr Robert Edgar Smith 

Steele, B.A.(Oxon), A.R.I.C., management 

consultant with Kurt Salmon Associates.. 
Second Place — Dr Timothy John Lincoln, 

B.SC., a consultant with IBM in Brussels. 
Third Place — Mr Thomas Geoffrey 

Carpenter, B.A.(Oxon), M.I.C.E., a chief 

engineer with Sir Alexander Gibb and 

Partners (Consulting Engineers). 

The Certified Diploma is specially 
designed for non-accounting management 
executives or professional people who 
require a broad understanding of the 
principles underlying the construction of 
financial statements. 

The syllabus includes the fundamentals 
of finance, taxation, management ac- 
counting and financial planning, and the 
recommended period of study can nor- 
mally be completed on a part-time basis 
in the course of one year. 
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If you're sure 


ou know 


where to obtain 


all the 


post qualification 
experience 
you need, 


stop reading! 


We want you to make the most of 
your future career by taking full 
stock of opportunities available now 
that exam results are imminent. 


Take us for example. A national 
firm, newly formed from two long 
established progressive practices to 
meet the needs of the 1980’s. 


With us, individual development 
is of paramount importance. Our 
policy is to predetermine the respon- 
sibilities of our qualified staff and to 
discuss them with the individual, so 
as to provide experience that is 


interesting as well as being relevant 
to his career development. 
Experience needn’t stop at 
auditing either; the doors are open 
for you to gain experience in investi- 
gations, insolvency work, tax and 
management consultancy. 


Our internal and external courses 
are designed not only to provide 
theoretical training but to increase 
technical standards by constant 
exposure to new methods, tech- 
niques and developments. 


But more. Youcan monitoryour 





own progress. Each individual 
appraises his own performance after 
every assignment. Comparisons and 
open discussions then follow between 
the individual and his manager. 

In this way we can work together, 
to ensure that you get the experience 
you want and the responsibility of 
which you are capable. 


Contact Martin Gairdner, 


Binder Hamlyn Singleton Fabian, 
8 St. Bride Street, 

London EC4A 4DA. 

Telephone 01-353 3020 








151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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AZ the political parties are agreed, as Mr Wilson 
observed in his post-election broadcast to the nation, 
that Britain faces the most serious crisis since the Second 
World War. Unfortunately, any dispassionate observer of 
the British scene would find it difficult to glean from the 
many speeches not merely what ought to be done, but even 
the factors which have contributed to the crisis. 

That inflation remains the dominant problem is a self- 
evident truth. What is not so clear is what price the nation 
is prepared to pay in unemployment, in declining living 
standards or in harder work to check the rise in prices. Mr 
Wilson made great play with the point that unemployment 
was not a remedy for inflation which he would consider ; 
in any case, as he rightly remarked, it does not work. 

To put the issue thus is to overstate the problem. The 
real issue is what other effective means is available to 
government for countering the excessive pay claims which 
threaten to destroy, first, the nation’s competitive capacity 
in overseas markets, and ultimately the currency. 

It is undeniable that, in consequence of the increase in 
import prices of food and raw materials as well as oil, the 
nation has sustained a fall in its living standards. It is 
equally true that in such conditions it is imperative to 
protect those who can least afford to suffer any cut in 
living standards. This means, however, that the rest of the 
community must bear a still larger cut in its real income. 

It is for this reason that the so-called social contract falls 
short of the nation’s needs. To claim that members of 
powerful unions are entitled to protect their living stan- 
dards merely means that the shortfall for other less well 
organized sections of the community must be still greater. 
On this basis, the ‘social contract’ is neither a contract nor is 
it social; rather it is anti-social because it does not protect 
the weak, but it effectively permits the strong to prosper at 
the expense of the rest of the community. 

It is true that the major contributory factor to the grave 
international crisis, which may culminate in ruinous 
‘beggar-my-neighbour’ trade policies and a world slump, 
has been the quadrupling of the price of oil. It is equally 
true that a solution to the world’s liquidity problem can 
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only be found through international co-operation, and that ` 


the UK alone can do little to mitigate this problem. 
But the threat of a world recession which the UK may 
be powerless to check does not absolve it from putting its 


own house in order. Even without the oil deficit, the — 
external trade account looks distinctly depressing. The — 
continuing rise in costs reduces still further industry’s 
capacity to maintain its current exports, much less to — 
increase them. If industry is to contribute to the national _ 


economic revival, then it needs very much more than an 
infusion of government money and a National Enterprise 
Board. What is needed is to allow prices to match the 
rising level of costs, so that sufficient profits are made to 
encourage the much-needed investment to which the Prime 
Minister referred. This endorses the theme of Professor 
Harold Rose’s paper to the English Institute’s recent 


Torquay conference, advocating relaxation of price controls ` 


and a less onerous fiscal policy if investor confidence was 
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to be restored and the risk of widespread insolvencies 


avoided. If the Government is serious in its desire to 
ensure a viable private sector, then Mr Healey has ample 
opportunity in the forthcoming Budget. 

And, before long, the Government will have to get 
itself off the hook of its ill-conceived referendum over 
membership of the European Economic Community. It 
seems incredible that the British public still believes that 
the rise in food prices is attributable to the Community’s 
agricultural policy and remains ignorant of the simple 
fact that virtually half of our exports now go into the EEC. 

To date, the UK has been fortunate in attracting a fair 
share of Arab oil money which has supported the present 
exchange rate. But, if as seems probable, the latest massive 





pay awards to the managers in the coal mining industry 
merely harden the attitudes of the motor industry workers, 
not to mention the electricity supply workers, then the 
cost-push-prices spiral will either bankrupt many business 
undertakings or exacerbate the inflationary pressure. In 
that event unemployment is inevitable, for there is a limit 
to the number of redundant workers who can be carried on 
the public purse — even by Mr Benn. 

Mr Wilson is right in present times to urge upon the 
nation the need for unity. Unfortunately that is attainable 
only if people are convinced that there is genuine equality of 
sacrifice; and this, in turn, is possible only if the public are 
told the whole truth about what the present mounting 
crisis really means for their daily lives. 


LL 13 accountant members of the 
previous House of Commons re- 


_ tained their seats in last week’s general 


election, though none of the remaining 
39 candidates from the profession was 
successful. The newly-elected mem- 


_ bers are: 


JOEL BARNETT, F.c.c.a. (Hey- 


p wood and Royton, Lab.) Unsuccess- 
fully contested Runcorn at the 1959 


election; MP for Heywood and Royton 


since 1964, and Chief Secretary to the 


_ Treasury in the previous Government. 


_ Majority 7,899 (February 7,162). 


W. G. H. CLARK, r.c.c.a. (Croy- 


` don South, Con.) Chairman of the 


to Mr Anthony Barber 





Income Tax Payers’ Society; MP for 


_ this constituency since 1970; pre- 
| viously represented Nottingham South 
1959-1966. Majority 14,189 (February 
15,867). 


J. A. COPE, a.c.a. (Gloucestershire 


< South, Con.) Unsuccessfully con- 
tested Woolwich East in 1970; MP 
| for present constituency since Febru- 


ary 1974. Conservative Research De- 
partment 1965-67; personal assistant 


1967-70. 





Mr Joel Barnett Dr John Gilbert 


Accountants in Parliament 





Mr A. M. Fletcher Mr N. G. Trotter 


Majority 4,346 (February 6,459). 

JOHN DAVIES, MBE. F.C.A., 
J.DIP.M.A. (Knutsford, Con.) Formerly 
Director-General of the CBI; MP for 
this constituency since 1970; Secretary 
of State for Trade and Industry 1970- 
72 and Chancellor of the Duchy of 
Lancaster 1972-73. Majority 10,426 
(February 11,090). 

G. H. DODSWORTH,r.c.a (Hert- 
fordshire South-West, Con.) Director, 
Wm. Brandt’s Sons & Co Ltd. Un- 
successfully contested Don Valley 
1959 and Hartlepools 1964. Majority 
5,841 (February 8,098). 

A. M. FLETCHER, ca (Edin- 
burgh North, Con.) Unsuccessfully 
contested Renfrewshire West in 1970; 
returned for present constituency at a 
by-election, November 1973. Majority 
4,391 (February 7,073). 

J. W. GILBERT, B.A., PH.D., 
c.A.(CANADA) (Dudley East, Lab.) MP 
for Dudley (before redistribution) 
since 1970; unsuccessfully contested 
Ludlow 1966. Financial Secretary to 
the Treasury in the previous Govern- 
ment. Majority 12,191 (February 
11,622). 








BRUCE MILLAN, c.a. (Glasgow 
Craigton, Lab.) MP for this con- 
stituency since 1959; Under-Secre- 
tary of State for Scotland 1966-70; 
Minister of State for Scotland in the 
previous Government. Majority 8,781 
(February 7,238). 

C. E. PARKINSON, va, F.C.A. 
(Hertfordshire South, Con.) MP for 
present constituency since February; 
previously returned for Enfield West 
(before redistribution) at a by-election 
in 1970, following the death of the 
Rt Hon. Iain Macleod. Majority 2,228 
(February 3,086). 

MICHAEL N. SHAW, F.c.A. (Scar- 
borough, Con.) MP for Scarborough 
and Whitby (before- redistribution) 
since 1966; previously represented 
Brighouse and Spenborough 1960-64. 
Majority 9,708 (February 5,107). 

N. G. TROTTER, B.COM., F.c.A. 
(Tynemouth, Con.) Succeeded Dame 
Irene Ward as MP for this constitu- 
ency in February; unsuccessfully con- 
tested Consett in 1970. Majority 
3,121 (February 6,387). 





Mr C. E. Parkinson 


Mr R. S. Wainwright 


R. S. WAINWRIGHT, M.A., F.c.a. . 
(Colne Valley, Lib.) Past-President 
of the Leeds, Bradford and District 
Society of Chartered Accountants. MP 
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for present constituency 1966-70 and 
since February 1974. Majority 1,666 
(February 719). 

JOHN WAKEHAM, F.c.a. (Mal- 
don, Con.) MP for present constitu- 
ency since February; unsuccessfully 
contested Coventry East, 1966 and 
Putney (Wandsworth) 1970. Majority 
6,387 (February 7,222). 

It is sometimes overlooked that the 
accountancy profession’s somewhat 
attenuated representation in the House 
of Commons is reinforced by at least 
as many noble lords in ‘another place’ 
— some being life and others hereditary 
peers. They are: Viscount De l'Isle, 


WEE PC OCM. C3 BER 
K.ST.J., Di, M.A, F.C.A.; Lord 
Diamond, EE EE Lord 
Hirshfield, F.c.A.; The Earl of 


Limerick, M.A., C.A.; Lord Lyell, c.a., 
Lord McFadzean, c.a.; The Earl of 
March and Kinrara, F.c.a.; Lord 


Marples, P.C., F.c.A.; Lord Milne, 
B.A., C.A.; Lord Polwarth, T.D., D.L., 
LD. D.LITT., D.UNIV., MA, C.A.3 
Lord Saltoun, MG, c.a.; Lord 


Strathclyde, c.a.; 
O.B.E., CA 

Professional affiliations of the 26 
accountants in both Houses of Parlia- 
ment are English Institute 13; Scottish 
Institute 10; Canadian Institute 1; 
and Association of Certified Account- 
ants 2. 


CIPFA Publishes New 
Training Regulations 


EK regulations for the 
future education and training of 
its senior stream — ‘professional ac- 
countant? members — have been pub- 
lished by the Chartered Institute of 
Public Finance and Accountancy, and 
are now effective. CIPFA has also 
accepted the case for a second-tier 
accounting technician membership, 
and intends to publish detailed regu- 
lations for entry to this grade ‘in the 
near future’. 

This follows in outline the recom- 
mendations of the Dickerson Report 
(The Accountant, May 8th and July 
3rd, 1965) which first stressed the 
differences between the needs of the 
financial administrator and those in 
less responsible accountancy posts. 
These recommendations, however, 
were received simultaneously with the 
first steps towards the integration 
scheme of 1968-70, making it scarcely 


and Lord Tayside, 
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feasible for the then IMTA to embark 
in isolation on a diastic restructuring 
of its education and training require- 
ments at that time. 

The new regulations, featured in 
this week’s ‘Student Roundabout’, 
have been produced by CIPFA’s 
Students’ Training Working Party, 
under the chairmanship of Mr G. S. 
Pollard, 1.P.F.A., F.C.A., Vice-President 
of the Institute. 

A ballot of CIPFA members, it 
was announced this week, has shown 
significant support for the title ‘ac- 
counting technician’ for the second 
tier, and the Council proposes to 
adopt this. 


District Council 
Statistics 


W€ the major changes in the 
size and characteristics of the 
new local authorities consequent upon 
the 1972 reorganization, there is a 
considerable lack of information re- 
lating to the resources and expendi- 
tures of the new authorities. 

With the publication of General 
Statistics of the New District Councils 
by the Chartered Institute of Public 
Finance and Accountancy (price £1), 
some of these statistical deficiencies 
have been remedied. Although not 
complete, the return is detailed for 
70 per cent of the new authorities 
covering 80 per cent of the population 
of England and Wales outside the 
London area. 

Reorganization of local govern- 
ment has not eliminated the differences 
between authorities. Even in the 
metropolitan areas the districts show 
wide variation, and in the non- 
metropolitan districts the population 
can vary from 25,000 to 420,000 and 
the rateable value per head from under 
£43 to some £209. 

Apart from the conventional in- 
formation relating to area, size and 
rateable value, the new publication 
gives information upon the distribu- 
tion by size and type of council 
housing; the total stock of council 
dwellings in fact exceeds three million. 

The extent to which the councils 
are involved in the provision of leisure 
facilities is evident from the detailed 
figures. Apart from 133 indoor sports 
centres already open, a further 149 
are at present under construction. A 
number of authorities now operate 
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versity, it was announced last week, is Sir E 


Henry Benson, G.B.E., F.C.A. He is to 
succeed Sir Paul Chambers, who retires on 
May 31st, 1975. 

Sir Henry, senior partner in the UK practice 
of Coopers & Lybrand, was President of The 


Institute of Chartered Accountants in England 


and Wales in 1966-67. He has been a mem- 
ber of its Council since 1956. 





sauna baths apart from the more 
conventional swimming pools and 


golf courses. 


Looking at some of these figures, itis — 
not difficult to see just why local rate- _ 


payers feel that their councils are 
expenditure prone. 


of how priorities should be assesse 
in times of stringency. 


Bibliography of 
Scottish Accountancy 


HE first authoritative text on- 


book-keeping to be published in 
Scotland was Robert Colinson’s Idea 
Rationaria — “The Perfect Accomptant, 


necessary for all merchants and traf- ` 
ficquers, containing the true form of ` 
book-keeping according to the Italian — 


method’ — which appeared in Edin- 
burgh in 1683. 


There followed, in the words of Mr 


W. N. K. M. Crawford, v.R.D., C.A., 





However much — 
such amenities may be desirable, one _ 
is left with the impression that few — 
councils have any real ane RK 


Past-President of The Institute of 


Chartered Accountants of Scotland, — 
‘a century during which Scotland — 
established its reputation as a land of ` 


accountants; a steady stream of text- 
books, including some which ran to so 


many editions that they could be ` 
called classics, appeared from De 


presses’. 
More than 300 of these texts are 





classified in Accounting in Scotland: A 
Historical Bibliography — the first 
publication of the Scottish Institute’s 
Committee on Accounting History, 
under the chairmanship of Professor 
R. H. Parker, B.sc.(EcoN.), F.c.A. The 
Bibliography is available from the 
Institute’s offices at 27 Queen Street, 
Edinburgh, price £2°50. 

Among the subscribers in 1789 to 
William Halbert’s Practical Figuring; 
or an Improved System of Arithmetic, 
was one Robert Burns — an exciseman 
who was to become better known in 
another sphere. 


London Seminar 
on New Taxes 


ORE than 150 partners and 

staff of the south-eastern offices 
of Thornton Baker & Co devoted a 
day’s study in London last week to 
the complexities of proposed new 
taxes. During the morning session, Mr 
Philip Hardman, F.c.a., explored the 
likely effects of development gains tax, 
while after lunch Mr Russ Stanfield, 
solicitor, held the floor with his ex- 
position of the proposed wealth and 
capital transfer taxes. 

Inevitably, strong criticisms were 
expressed of the policy of retrospective 
` legislation in terms not yet available. 
One weakness, according to the con- 


American members of The Institute of Cost and Management Accountants in the 


ference chairman, Mr Brian Laventure, 
M.A., A.C.A., was the uncertain position 
of gifts made prior to March 26th, 
in relation to the phasing out of estate 
duty. Such gifts might remain liable 
to the existing inter vivos provisions 
for the next seven years, and it was 
impossible at present for trustees to 
determine their liabilities. 

Half-yearly taxation seminars are a 





Mr Brian Laventure Mr Russ Stanfield 


regular feature of the Thornton Baker 
PQE programme. The programme is 
being repeated in Birmingham and 
Manchester for the benefit of the firm’s 
Midland and Northern offices. 

Speaking to The Accountant last 
week, Mr Laventure foresaw no diffi- 
culty in finding subjects for future 
seminars. At the most optimistic 
assessment, there should be no short- 
age of transitional provisions of one 
sort or another. 


States of New York, New Jersey and Connecticut recently had the opportunity of meeting 
their President, Mr Denys Edmonds, F.C.M.A., at a reception held in Manhattan's British Trade 


Development Office. 


Mr Edmonds, who is visiting the United States and Canada with Mr Tom Degenhardt, the 
Institute’s Secretary, is seen right, with Mr David Thompson, chairman of the New York State 
Board of CPA Examiners and a partner in the American firm of Peat, Marwick, Mitchell & Co. 





Double Distinction for 
Accounting Literature 


ER Accounting Literature Medal 
of the American Institute of Certi- 
fied Public Accountants has been 
awarded, for the second time, to 
Professor Robert R. Sterling, of Rice 
University, Houston, Texas. 

The 1974 award is in respect of 


A Century Ago 
The Accountant 
OCTOBER 1874. 


From a leading article, ‘Bankruptcy 
Laws’ 

A MAN STARTS in trade upon borrowed 
capital, or even insolvent, obtains 
credit by misrepresentations, reck- 
lessly incurs debts without the slight- 
est prospect of being able to discharge 
them, lives extravagantly, and diverts a 
portion of his assets, keeping no books, 
or only making pretence to do so. 
After a time he is pressed for payment; 
he puts off the evil day as long as 
possible, and when the limit is reached 
files a petition for liquidation. At the 
meeting he produces a statement of his 
affairs (the truth of which can only be 
tested at a heavy expense to his estate), 
offers no explanation as to his defi- 
ciency, and eventually is generally able 
to get through by making a ridiculously 
small offer. Perhaps, however, his 
creditors, being dissatisfied, decide to 
liquidate or to throw the estate into 
bankruptcy; in either case he obtains 
an extended period of protection . . . 

The French bankruptcy laws, and 
public opinion in France, go to the 
other extreme, and among the better 
classes the disgrace of a father’s 
bankruptcy is a sufficient stigma to 
stand in the way of his children’s 
marriage. 

The German laws give more 
latitude; they are severe upon dis- 
honest, and lenient towards honest 
insolvents. A house built upon a bad 
foundation will not stand, and the 
many good intentions contained in the 
1869 Act are, for want of a proper 
basis, rendered ineffective. This basis 
can easily be created. Any one seeking 
or obtaining credit, either in trade, 
speculation, or otherwise, should by 
law be compelled to keep, de die in 
diem, a true record of all his business 
transactions, and any neglect to comply 
with such law should be prima facie an 
offence punishable by a specified term 
of imprisonment. . . . 











` deg EE 


"TS E Ba Basch ; ve ay 
ee, TEE e 


Professor Sterling’s paper ‘Accounting 
Research, Education and Practice’, 
reproduced in the Journal of Ac- 
countancy (New York) for September 
1973. This, in the words of the 
official citation, ‘opens the door for an 
improvement in the accounting educa- 
tion process, and provides means for 
comprehending the entire fields of 
accounting research, teaching and 
practice’. 

Professor Sterling was previously 
honoured in 1968 for an article ‘The 
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Going Concern: An Examination’, 
published by The Accounting Review 
(Florida). 


The Professional Image? 


NNUAL conferences, as Mr 

Kenneth Sharp, the English Insti- 
tute’s President, has said, are a time 
for producing ideas — not all of them, 
perhaps, intended to be taken 
seriously. Conversation around the 
swimming pool between sessions at 


Torquay turned to the outline script 
of a possible new film, Carry on 
Ticking |, with the following cast: 


Senior partner Hattie Jacques 


Junior partner Kenneth Williams 
His secretary Barbara Windsor 
Managing clerk Charles Hawtrey 
The client Sid James 


Such a combination, it was felt, has 
definite possibilities. The Accountant 


is open to receive approaches from ` 


interested film-makers! 





THIS IS MY LIFE 


Augmenting 
Income Artfully 


by An Industrious Accountant 


LD Tom was our assistant cashier many years ago, but 
he lost a leg and the use of his left arm in a hit-and-run 
accident. In due course, the doctor said firmly ‘permanently 
unfit for work’ — but unfortunately that was when our 
pension scheme was still but a gleam in the chairman’s eye. 
The Motor Insurers’ Bureau, of course, paid something, 
but personal injury settlements then were only a fraction of 
today’s figures; he had nothing much saved, and national 
assistance was meagre enough in those days. He’d keep the 
wolf from the door somehow, he said wryly; his daughter 
was learning typing and he could probably make a few 
quid as some sort of association treasurer, perhaps. 
Anyhow, one didn’t expect to maintain the same standard 
of living after retiring. . . . 

I pushed Prinny and he pushed the directors, all credit to 
him. Social consciousness was at a lower level then, but 
after some argument they authorized a smallish monthly 
pension, carefully designated ‘ex gratia, at the directors’ 
discretion’, and Tom retired to the Lake District. 

I had the odd letter, cheerfully gossip-full, but no com- 
plaints and no particular news, so it came as a surprise 
when the deputy-chairman told us he had heard that Tom 
was in the money. Details were missing, however, so would 
I kindly ascertain the facts and report back. The deputy-c 
did not elaborate his own views, but the message was clear. 
Contemporary thinking raised the eyebrow at paying 
hand-outs to citizens with incomes above starvation 
point, and pensions were not seen as deferred wages. 

Fact-finding was not all that easy, I demurred; I knew 
nobody in the district and disliked asking for agency 
reports. Besides, Tom might have had a pools win, or his 
daughter might be marrying a pop-singer. Was I authorized 
to hire a private detective? 

The deputy-c said rather awkwardly to write and ask, 
tactfully of course, so I put together some carefully- 


structured phrases. No answer came. It was difficult to 
push the issue further, after Prinny forecast possible adverse 
staff reaction, so finally we let it drop. 


Came the day the deputy-c announced he had been © 


passing through Tom’s village, and had stopped for a 
chat. Apparently our tireless old pensioner had turned to 
painting and had a window full of sketches. Terrible 
daubs, smiled the deputy-c, could not make them out at 
all, faceless people, yellow sky, lakes all splashy lumps, and 
so on. Still, bus-loads of tourists were wandering around 
like sheep, staring vacantly at everything, and Tom ad- 
mitted to selling the odd picture to casual passers-by. 

We could not begrudge him his few quid, said the 


deputy-c breezily, and the others, pleased to be saved from ` 


skinflint action, agreed unanimously. 
Their reactions were violent a year later when Smith’s 


down the street ran an exhibition of Tom’s paintings, and 
experts and art-lovers alike flocked to buy the exhibits. The 


deputy-c still grumbles that he could have made a mint, if 
only somebody had tipped him off. 
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‘State Industries Are 
Not Political Footballs’ 


Says British Airways’ Chairman 


IVIL aviation is not having an easy time in 1974-75, Mr David Nicolson, B.SC., 

C.ENG., F.B.I.M., F.R.S.A., Chairman of British Airways, said last week. Addressing 
a luncheon meeting of members of the London and District Society of Chartered 
Accountants on Friday, he forecast increases of £174 million in British Airways’ costs 
for the current financial year, and a loss of about £14 million in place of the previous 
year’s £61 million profit. Other international airlines were in an even worse position; 
Air France, he said, was expecting a £40 million deficit, and Pan Am’s latest forecast 
showeda loss of £50 million. Mr Nicolson continued: When that £174 million increase 


in costs is compared with our turnover 
last year of £650 million, you get a good 
indication of the magnitude of the 
problem. You cannot absorb that kind of 
cost increase; fares have had to go up to 
meet some of the unavoidable costs. 
These, and others still in the pipeline, will 
increase our turnover in the current year 
by £99 million but this will still mean that 
we are the losers by £75 million, which is 
a lot for any business to take. 
_ The overall financial result of our 
operations this year — as I have said, a 
loss of about £14 million — is distressing 
enough. It is even more distressing when 
compared with what the position could 
have been, had the trend of the preceding 
three years been maintained. 


Benefits of rationalization 


In 1971-72, the year in which the British 
Airways Board was created to take over 
the financial and policy responsibilities of 
BEA and BOAC, we announced a 
profit of {£13 million before tax and 
interest. In the following year we in- 
creased this figure to £34 million and last 
year we made £61 million. The figure for 
the present financial year would have been 
raised to £80 million but for the blows 
dealt us by rising costs. 

In British Airways, however, we have 
done a lot to try to meet our difficulties 
head-on. We have imposed strict controls 
on staff; we are implementing our policies 
of redeployment and retraining of staff 
that are gradually shown to be surplus 
to requirements in several areas of our 
activities. We are going to phase out as 
quickly as we can our older, noisier, 
thirstier and costlier aircraft and equip 
ourselves with the improved aircraft 
which are now becoming available. This 
is an act of faith in the future. 

Civil aviation has always been a growth 








industry, and, even today there are vast 
markets still untapped. Seven out of 
every ten people in the UK have never 
flown; six out of ten people in the USA 
don’t own a passport. In Japan, less than 
3 per cent of the population of 110 
million people went overseas last year. 
There is no doubting the potential. 
British Airways, in its first five-year 
corporate plan, forecast that world air 
traffic in terms of passenger miles 
flown would be no less than six times 
greater than last autumn by 1990 —- a 
tremendous rate of growth. The fuel 
crisis, inflation and higher fares have not 
invalidated that forecast; they have only 
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lengthened the time scale. Instead of 
reaching that figure by 1990, it will 
probably now be 1992, 1993 or 1994. 

In the field of product pricing, the 
airlines have an enviable reputation; 
civil aviation is the only industry that has 
consistently reduced the price of its 
products in the face of inflation. Un- 
fortunately, we are no longer able to keep 
up the trend of reducing our prices, but if 
we can contain whatever fare increases 
are necessary to within the scale of general 
inflation, I don’t believe that they will 
be a factor that will hold back the de- 
velopment of the industry world-wide. 

When we first made the decision to 
merge BOAC and BEA, we estimated that 
the benefits at the end of our first five 
years would be in the region of £50 
million a year. That, we now believe, 
is a very conservative figure. For example, 
we calculated initially that we would save 
about £1} million a year by having a 
common data processing system instead 
of two systems with two sets of hardware; 
our latest figures indicate the benefit will, 
in fact, be £3 million a year in this 
operation. 


Public ownership 


British Airways is, of course, a state- 
owned corporation and it is a matter of 
sadness to us that it seems to have become 
fashionable to attack or promote state- 
owned industries for political purposes. 
In this country today I believe we need 
neither doctrinaire left-wing nor doc- 
trinaire right-wing policies, but rather 
some good old doctrinaire management 
policies. Can we not start by taking the 


Mr David Nicolson, Chairman of British Airways (centre), with (from left), Mr John 
Grenside, Deputy-President of The Institute of Chartered Accountants in England and 
Wales; Mr Cyril Herring, director of finance, British Airways, and a Past-President of The 
Institute of Cost and Management Accountants; and Mr F. J. G. Whinney, Chairman of 
the London and District Society. 
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public sector of industry — Schick we are 
going to have to live with in our lifetime — 
out of the arena of politics and ensure we 
learn how to: operate it efficiently? 

„No enterprise ` should consider itself 
above criticism, and certainly: not those 
in the public sector; but attacks:on in- 
dustry by either ‘right or left factions on 
political or doctrinaire grounds are nothing 
short of national sabotage; they are divisive 
and destructive. By the same token, 
before further wholesale nationalization 


takes place, we should learn to operate: 


the public corporations we already have, 
on a proper basis. 


Mixed economy 
` We live in a mixed économy, and ‘there 


` 
` is a good social and economic case for the 


argument that the government should 
= own some enterprises and service’ in- 
dustries. There may be other special 

cases where technology or rationalization 
` is involved, where government money is 
needed and where it is reasonable that it 


‘should -acquire a shareholding, or even ` 


control in certain instances. But there is a 
strong case against the government trying 
to run Companies in either cdse. The 
proper distinction between ` ownership 
and. management has not yet been drawn 
in the public sector. . 

‘In the case of a big company in the 
private sector, the chairman and board of 
directors are effectively the ‘boss’ and so 
long as the company pays dividends 
satisfactorily, the owners, that is the 
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‘shareholders, do not SE In arstate _ 
the owner is 


corporation, hòwever, 
representėd by civil servants who are 
rather like a shareholders’ action com- 
mittee, This is normally reserved for ` 
companies in trouble, I may say. Behind 
that is the Minister of a particular de~ 
partment and these people often interfere 
as much as the appropriate Act of 
Parliament permits. 

Behind the Minister, there stands yet 
another formidable body, thé Treasury. 
It does not provide funds purely on the 
basis of financial justification in the same 
way the City would for the private 
sector, but also on the basis of the 


. political policy of the government of the 
time,. and it is not approachable by 


the corporation board in the way. that. 
the private company’s bankers would be. 
All dealings with the Treasury go through 
the sponsoring Ministry who give their 
own interpretation to justification of the 
financial requirements. 

Behind, all this lies, of. course, the 
Cabinet which is consulted on major 
issues and may intervene at any time. 
There i is also Parliament where questions 
may be raised publicly about manage- 
ment matters ot omg time, and its select 
committees of ‘inquiry. 

Politicians tend to think in. the short-. 
term and often as far as the next election, 
whereas industrial managements have to 
think in the longer term and to prepare 
corporate plans stretching five, ten or 
even 15 years ahead — particularly so far as 


finance and investments’ are concerned. 


`% 
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The government should only need to 
approve the principles and policies of 
the industry board’s five- and ten-year 
corporate : plans, ` and perhaps its- next 


year’s: . expenditure budget .at annual 


meetings. Boards should not have to take ` 


_individual investment projects between 


times to the Ministry for approval when 
they are in excess of some-arbitrary sum — 
sometimes not a very largé sum — par- 
ticularly after the investment programme 
for the year has already been approved. 

Here again, there is divided authority 
and excessive interference with Manages 
ment, 


D 


l Wrong thinking 


It is also quite wrong to suggest that there 
heed not be a profit motive in the’ public 
sector for this is the only way by which 
the efficiency of an industry ‘can be 
judged — by using money as a common 
denominator which relates to all sectors of 
managerial performance from purchasing 
to productivity.’ 

To use public corporations as. eco- 
nomic regulators or political instruments, 
whether it be to keep prices down or to 
aid technology, without proper ` Gom- 
pensation is, in my View, wrong thinking. 
‘Under successive governments of dif- 
ferent political- hues this has resulted in 


these industries being driven -into deep ` 


deficit and their morale and credibility 
damaged. They should not be ‘political 
footballs -— they should be , serious 
commercial enterprises, ` , 





EARLY 1,000 participants and their 
ladies, representing .38 countries, 
- assembled for the 28th Congress. of the 
International Fiscal- Association, held 
recently in Mexico City. The Congress 
President, Sr Gonzales Rodriguez, re- 
called that this was the third IFA 
Congress to be held in the, Americas, 
following those held in ‘Montevideo 
_ 1968) and Washington (1971): 

Dr Paul Gmuer, President of IFA, 
spoke of the pioneering work done in the 
field of international tax law under the 
chairmanship of Sr Alfonso Cortina (one 
of the general reporters at the Congress) 
in Mexico. This had culminated in a 

. model convention for the avoidance of 
international double taxation, which later 
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Business Across National Boundaries 


International Fiscal'Cong ress in Mexico City 


became known as: he Mesan Model. 


Convention of 1943. 


` "Meiers Minister of-Finance, Sr Jose ` 
‘Lopez Portillo, claimed that his country’s 


taxes were among the world’s lowest; he 
called for further taxes on medium and 
high incomes, so as to increase the living 
standards of the poor. Investments from 


„abroad, he said, should be made in a well- 
defined legal framework, and the relation- ' 


ship with foreign investors should be 


based on absolute good faith. 


Foreign capital requirements 

Foreign, capital would bé~required to 
respect Mexican institutions, -Mexican . 
laws, and the Mexican approach -to life. 


‘Foreign investment should, avoid~ dis- - 


placing domestic investment, and multi- 
national companies should not ‘misuse 
their comparative . advantages. There, 


were plenty of new or insufficiently 
developed fields in which foreign invest- 


` ment could be interested. Mexico needed 


a greater diversification of investment 
from abroad, and should not rely mainly 
on sources from the United States. d 


One of the themes on the agenda of the 
Congress was the- joint, ‘participation by 


: -foreign and domestic investors in one 
` company, ‘and Mexico had offered several 


incentives for the formation of this typeof 
vehicle for. investment in the country’s 
future. The steady growth of the Mexican 
economy for the last 30 years .was an 
incentive in itself. Thes country had 
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benefited from a stable -political system 
for a long time. There were no exchange 
controls in Mexico and foreign investors 
could freely benefit by (he transfer 
.overseas of their profits and capital. 
There was a free exchange, and the 
foreign exchange value of the Mexican 
peso had not changed for 20 years. 


Joint ventures 

The first of two subjects tor discussion 
at the Congress was “The tax con- 
sequences of domestic and foreign share- 
holders establishing corporations as 
vehicles for joint ventures’. Joint ventures 
are, in some countries, the only form in 
which foreign investment is allowed, so as 
to guarantee more or less equal participa- 
tion of domestic resources. This is 
particularly true of developing countries, 
but is increasingly true in the rest of the 
_ world. ‘Certain. countries, while not 
placing any limitation on foreign invest- 
ments as such, may introduce special 
favourable tax: measures as an incentive 
to create companies with a significant 
domestic participation. 


‘There are some cases where companies ` 


- jointly controlled-by domestic and foreign 
shareholders enjoy a more favourable 
tax régime (as well as other important 
. non-fiscal advantages) than that applied 


to wholly-owned foreign companies. By . 


largely eliminating the political and 
economic aspects of joint venture com- 
panies, the discussion of the-subject was 
very. substantially distorted; very often 
the tax treatment of such companies is 
merely the tip of the iceberg. 


General discussion | 
Though it was clearly intended. to 
discuss thé joint venture company as a 
special kind of animal, the subject drifted 
into a general discussion of the treatment 
of foreign investment in various tax 
_ jurisdictions, and the resolution even- 
tually adopted by Congress reflected this 
point. It noted with approval that, in the 
tax practice of most countries,, there is 
‘little or no discrimination directed against 
joint ventures organized in the form of 
resident corporations, as compared with 
the attitude towards wholly foreign 
owned corporations. The resolution re- 
cognized that there might be social, 
economic, or political reasons. for impos- 
‘ing restrictions on foreign investment, 
either on particular industries or generally. 


It noted a few instances of the tax. 


. system being employed for the restriction 


of. foreign investment, and that there’ 


‘might be a conflict with the non-discrimi- 


nation. provisions of the 1963 OECD 


double tax convention on income and 


capital. It was felt that this should be: 
discussed at a. future Congress with the 
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possibility of submitting Congress views ` 
to the OECD. In the resolution, it was ` 


suggested that the discussion o" ‘Alloca~- 
tion of expenses’ in the London Congress 
of 1975 should include the proposition 
that the absence of a community of 
interest between participants ir a joint- 
venture company should be teken into 
account -in deciding whether inter- 
company charges should be deemed to 
have been fixed at arm’s length. 

. The 1976 Congress, to be held in 
Israel, will discuss tax incentives and it 
was suggested that specifically the sub- 
ject should include consideraticn of tax 
incentives designed to encourag2 foreign 
investment in developing countr.es. ` 
Ir was also sugg.sted that a future 


‘Congress should discuss the question of 


division of income taxes between the 
country of operation and the ccuntry of 
the residence of the shareholders, includ- 
ing the effect, of imputation systems on 
foreign stockholders and possible reduc- 
tion of thé 25 per cent stock ownership 
criterion suggested in the OECD draft 
convention. 


Employees abroad 
The second subject discussed at Mexico 
City was ‘Tax problems resulting from 


‘the temporary activity abroad of em- 


ployees of enterprises: with international 


operations’. Peripatetic employees are a 


feature both of the developed ard of the 
developing world, and they throw up 
problems, including tax problems, not 
normally found where the situation of the 


-employee.is more stable. The subject has 


specifically arisen on the agenda of the 
UN group of tax experts, which is await- 
ing the IFA report before it finally arrives 
at-its conclusions on this subject 

The General Reporter — M Pierre 
Kerlan, of the French Min-stry of 
Finance — reviewed very carefully the 
practices which occurred in the ccnditions 
of employment of expatriate employees, 
e.g., overseas premium, cost->f-living 
allowances, housing facilities, education 
grants, holidays, social benefits special 
retirement schemes, fringe benefits, 
special bases for payment of remunera- 
tion and adjustments for equaization of 
the tax burden. The study was fairly 
exhaustive and offers a great dea. of help 
to the UN group which will consider the 
subject at New York next year. ` 


Rules of residence 


‘In his report, M Kerlan covered the- 
_ tax situation in the country of. origin, 


discussing the rules of residemce and 


domicile. He referred to measures taken 


to. reduce ‘the tax burden, tex credits 


„remittance basis, exoneration by r2ference 


to. taxes paid. abroad, and exemptions 
baséd on time abroad, specific ectivities 
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abroad, or by reference to amounts. He 
also referred to the ‘problem .of death 
duties. ere eae S í 

Analysing the effects "on firms of the 
problems thrown up by expatriate em- 


-ployees, he showed the complexities of the 


legal association between the. employee 
and his employer' when the employment ` 
is peripatetic. He also illustrated the real ` 
burden of taxation in peripatetic em- 
ployments, and the dirticulties which 
are thrown on tax administrations in 


' trying to tackle the problem. 


In the resolution of Congress on the 
second subject, emphasis was laid on the 
special features of expatriate employment 


. and on the need for both the country of 


residence and the country of employment 
to take these into account. It asked the 


. group of UN tax‘ experts to provide 


directives on the subject. . 
During the Congress a seminar was 
held to discuss ‘The fiscal-implications of 
the Andean Treaty’, Papers were sub- ` 
mitted by Sr Enrique Piedrabuena 


-(Spain),.M François Gendre. (Switzer- 
` land), Mr J. S. Hausman (Canada) and 


M Paul Sibille (Belgium). The ‘panel 


_discussion dealt with the emphasis in the . ` 


Treaty on the question of source and the - 
sole jurisdiction of the country of opera- 
tion. It traversed the problem of jurisdic- 
tion in the source principle in relation to 
profits, dividends, royalties and interest. 


Social programme 
The final banquet of the -Congress took. 
place in the magnificent Jaurez-Salon. of 
the Secretariat of Foreign Affairs, Par- 
ticipants in the Congress also visited the 
Pyramids of Teotihuacan and saw a 
Folklore Ballet’ at the Palacio de Bellas 
Artes. The ladies visited the Natural 
Musetim’of Anthropology and also saw a 
fashion show of Mexican costumes. : 
The 1975 Congress of IFA is to be 
held in London from September 22nd to 
26th,.1975, at the Grosvenor House Hotel. 
The subjects to be discussed at the Lon- ` 
don Congress will be “Tax treatment of 
the importation and exportation of tech- 
nology; know-how, .patents, other in- 
tangibles and technical assistance’ and: 
‘Allocation of expenses in international 
arm’s-length transactions’. Two seminars 
will be held during the Congress, the 
first on" ‘The relationship between tax 


‘accounting and commercial accounting’, - 


and the second on ‘Fiscal developments 
in the UK 1970-1975, including aspects 
of corporate and capital taxation, VAT 
and proposed new. taxes’. 

The Congress of 1976 will be held in 
Jerusalem from September 13th to 17th. 
Invitations have been received for future 
Congresses to be held in Vienna, (1977), 
Buenos Aires (1978), Lisbon (1979), Paris - 
(1980), Munich (981) and Sydney (1982). 
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Trade, Not Aid? 


RECENT speeches by President Ford, Secretary of the 
Treasury Simon and Secretary of State Kissinger have 


invoked the dangers of economic collapse and other. 


- disasters if trade balances are: not brought back into the 
relative calm that (it now seems) reigned before oil import 
prices were quadrupled. With the American trade deficit 
now the worst in history, there is talk of the need for a new 


Marshall Plan to underpin the economies of America, ` 


Britain and all the major cil-importing countries. Yet, as in 
the early post-war years, many leading statesmen of more 
conservative bent are recommending that trade rather than 
aid offers the best hope for paying the huge new oil bills. 

In the short term, few would deny that countries such as 
India have no chance: of preserving their solvency unless 
they receive outside assistance in paying for essential 
petroleum imports for the running of their factories and 
farms. Oil loans at low interest, and other emergency 
measures, were discussed at the World Bank and Monetary 
Fund meetings early this month in Washington — where 
urgent efforts are also being made to manoeuvre the 
producing countries into rolling back the prices of their 
oil exports. In the long term, however, the scale of inter- 
national trade will no doubt have to be stepped up far 
- enough to push the oil bill back into its normal position of 
(for most countries) some 10 per cent of total imports. 


Early achievement 


Against this background, one of the more notable early 

_ successes of President Ford’s administration was the 

breaking of the log jam that has, for more than two years, 

_ held back any further action on trade reform. The House of 

. Representatives completed action on a Trade Reform Bill 

last year — only to see it run aground in the Senate on the 
reef of Russian-Jewish emigration policy. 

As is the Congressional practice, this seemingly irelevant 
issue served,-under the Nixon administration, to demon- 
strate the ability of the legislature to head off the executive 
even when its proposals appeared eminently reasonable. 
President Ford fully understodd this stratagem, and was 
able to extract assurances from. the Russians that exit 
visas would be granted at a rate of some 50,000 annually — 
thus probably ensuring that the problem would disappear 
within a few years. He‘ also undertook to. submit to 
Congressional monitoring in his exercise of the executive’s 


„tight to extend government credits to communist countries, . 


and to 3 grant them most-favoured-nation treatment in order 
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to put them on the same tariff Footing as other trading 


nations. . ` 


In spite of the trade thaw expected to result from this 
compromise, American‘ exports to Russia this year are 
forecast at the equivalent of only. some £250 million ~ less 
than last year (with its huge grain exports) and as little as 
I per cent of America’s total exports. Enormous projects in 
oil, gas and agricultural equipment can now look forward. 
- to support from America’s Export-Import Bank (whose 
lending limit is being raised to the equivalent of £10,000 
million). But years of difficult negotiations may lie ahead 
before such projects begin to show tangible results in the 
trade figures. The decision of Arthur Andersen & Co to ` 
open a Moscow office is not likely to start a proteasomal 
rush to Russia. 


In trade negotiations, however, the compromise may ` 
bear fruit much more quickly. Assuming that the Senate 
and the House can iron out their differences before the 
November electicns put an end to their efforts, the stage 
will be set for the broadest span of trade talks ever 
attempted. Advisory bodiés such as the National Foreign 
Trade Council — not to mention members of the pro- 
fession who provide guidance on the monetary and. cost 
aspects of international trade — are already hard at work on 
the implications of closer co-operation among major trading 
nations. 


In earlier bouts of EP such as the Kennedy l 
Round which ended seven years ago, the focus’ was on 
reductions in tariffs on manufactured goods. “Although 
substantial progress was made, some American industries — 


. wool weaving and finishing, for instance — are still sheltered 


by tariffs as high as 50 per cent ad valorem. Others, as in -` 
foods and agriculture, are protected by quotas and similar 
non-tariff barriers. i 


Lower barriers 


The original purpose ‘of authorizing the new round of 
negotiations was to offer reductions in these barriers in 
return for lower obstacles, especially in Europe, to the 
entry of American processed’ foods, machinery, motor 
vehicles. and other exports that have traditionally been. 
subjected to very heavy tariffs. The delay in passing the 
necessary legislation has allowed this purpose to be greatly 
broadened. President Nixon had given a new twist to the 
proposed Bill by requesting authority to. raise as well as ` 
lower trade barriers, depending on the negotiating position ~ 
of each industry. President Ford has now made it clear that 
this authority will be used, if-possible by importing coun- 
tries acting in coricert, as a defence against artificial limita- 
tion or discrimination by exporters of essential raw materials. 

It must be hoped that oil exporters will be duly con- 
cerned at the new turn in the preparations for negotiations 
that have in the past been both innocuous and lengthy. 


The proceedings now promise to be much more vigorous, 
and .possibly decisive in their international impact on 


prices and inflation. ` 


Even so, the pace of propies is not likely to be breath- 
taking. Mr William D. Eberle, the Administration’s 
Special Representative for Trade Negotiations, does not 


- expect the first phase of the uns to end before Christmas ~ 


next ger. 


2, 
H 
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A Critical 
Appraisal. of MBO 


M ANAGEMENT by i ees has been seen by many 

managements as a way of focusing all levels of 
management on the long-term goals of the organization 
and, through setting individual managers individual tasks 
related to those objectives, promoting a greater 
effort on their part and ensurzng that the whole organiza- 
tion works: together in. a co-ordinated whole. In some 

_ organizations it produces eno-mous gains; in others it is 
rejected by managers and becames a failure. 

Why this should be so, ard some of the technique’s 
values and pitfalls, are:discussed by James Owens in an 
article entitled “The Values and Pitfalls of MBO” which 
appears in a recent issue of the Michigan, Business Review, 


The stages in evolving an MBO EE and putting 
it into practice are: 


Stage I: Definition of organizaf@onal goals 


At this stage top management establishes the goals of the 
organization. To be effective e should be: 
(i) specific and where possible measurable; 
' (ii) consistent with the current social environment; and ` ` 
(iii) realistic and feasible. This involves settling conflicts and 
priorities among goals. 


Stage II: Delegation of egente tone goals down 
` the hierarchy 
At this and other stages, the ı manager should use Gees, 
pative management’ through getting information from and 
involving his own and other levels of management in the 
decision making process. Orzanizational goals can be 
. classified in terms of priority tanking and each analysed 
in terms of sub-goals which wall support and achieve that 
. goal. Through this process the organizational goals are 
delegated to subordinates with the appropriate definition of 
tasks, timing : and resources required. 


Stage Ill: Agreement on subordinate’ s performance ` 
contract 

` The performance contract is a relatively new concept in 
management, comprising a formal or informal agreement 
resulting from a frank exchange of views between manager 
and subordinate. Steps in its resolution are: 


- "The manager communicates his version of the subordinate s 
goals, functions, responsibilities, authority and resources; 


The subordinate responds with ue version of what he thinks 


‘ is achievable and the resources required; 
-The two views ‘are reconciled ard produce a realistic ` version 
of what can be done. t 


whe 


Stage I V: Implementing the plag. E - 
The manager's role at this. staze; consists of helping ‘the 
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subordinate to meet the requirements that have been set 
out. Thie can be achieved through counselling, coaching 


‘and trairing. An essential.theme of MBO should be a 
‘mutual kelp relationship between the two, rather than. . 


judging the subordinate’s efforts or a simple delegation ` 
which throws the latter in at the deep end. 


Stage V: Review results 
In a system which functions properly, review should con- 


‘sist in the main of the subordinate appraising his own 


performance. Should force majeure render the original ` 
goals unachievable, then manager and subordinate must 
re-negotizte‘a new performance contract to suit the new 
position. This should ensure problems are discovered at the 
earliest possible time and decisions made to resolve them. 


Benefits and pitfalls of MBO _ l 
The beneñts. can be summarized as follows: 


(a) its - introduction makes managers and operating’ staff ` 
- awere of goals and attuned to their achievement. Clear-cut 

goals are at the root of human motivation and effort; ` 

(6).it defines and/or quantifies organizational goals and 
- through this provides a more accurate and fair employee 
perzormance evaluation; 

(c) it can establish a structured pattern of planning; 

(d) it car. serve as an ideal vehicle for team building. Team - 
spirit: and mutual support is a pre-requisite for success 
of an7 MBO system; and 


`. (e) stage IIT can develop a more effective’ relationship | Zeien 


manager and ER provided that ire is ‘a ‘real 
meeting of minds. 


Why then, if there are such clear advantages in instituting 


` MBO, does it so often fail? Mr Owens lists a number of 


important reasons, the principal of which is that the 


‘ system becomes a lifeless, slogan or mechanistic ritual 


without the essential atmosphere of team spirit and trust 
it requires. This can lead to managers ‘playing the system’ 
in goal-setting with dire results as they see the system affect- 
ing their own rewards from work. Other factors are: 


(a) vague and poor -definition of goals. They. are stated in 
abst-act and general terms and are similarly understood; 

(b) priorities are not set for goals. A loss of unified focus 
results in conflicts within the organization; 

(c) poor :ommunication, co-ordination and delegation of 
goals combine to confuse and destroy. the MBO: pto- 
gramme. Communication is the nerve system of MBO 
and important details of the plan should be communicated 
to all those concerned; 

(d) the feesibility of details of the plan are not always evaluated 

, at every level, particularly at operating levels, and there is 
a lack of feed- back to the planners. Asa consequence 
unreal stic goals are adopted. At the same time managers 
resent the lack of consultation and will tend, to resist ‘the 

é implementation of the plan; 

- (el inadequate checking-out of the assumptions on A Which the 
plan is based. When ‘these assumptions are’ proved to be 
invalid, the plans become unrealistic and fail; : 

(f) the concentration on quantifiable results can obscure 
qualitative requirements. ` 


Even the introduction of the spirit of MBOi into an organiza- 
tion can improve performance, but it’is not an automatic 


` answer to managerial problems. Unless all managers 'and ` 
- operating personnel accept its introduction and all that is. 


implied, the chances of its success are minimal.” 
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Property _ 
: investment | 
| simplified 


Stratford Johns shares | 
some good news for 
old people... 





‘Many thoughtful: people don’t yet realise E ME ee a e EE 
what a great deal a legacy.can do for old folk little knowledge is a dangerous thing especially, 
battling with loneliness and bad housing. = | A the property market, but good’ professional 

I have seen what Help the Aged achieve || # advice can make the assessment and selection ` 
at first hand. Care goes into the design of their of investment opportunities seem almost-like child's 
simple flats. Old people find friendliness and play. It is a professional's job to know the market and 
help at hand. ; to simplify the problems. 
_ Think ‘lint you can achieve with even a Knight Frank A Rutley specialise in the sale, purchase 
legacy of a few hundred pounds. £200 provides or. lease back of property for clients with an eye to 
£4,000 of extra accommodation (it releases. | | investment. Mortgages can also be arranged. ` 
loans) that continues your good work for || Itisall part of the Knight Frank & Rutley service. - 
years to come. A large estate can actually |. : , : Ge 
‘save considerable duty* with a legacy. ; i SE 

Please consider leaving sc some more e happi-. ` Saletion of Services 


ness behind you.’ Sr x piia 
KE bi 
Ke & 2, piia Tom & H i 
SE = “Shops Ss e Country Plannin; A 
FS ) oi 
Es: 2 
Urban a E 
SA helpful and interesting n new booklet on n reducing estate 


duty is now available on request from: ` l Knight Frank&Rutley qa 


The Hon. Treasurer, the Rt Hon. Lord Maybray-King 
Help the Aged, Room TAL, 8 Denman Street, London INTERNATIONAL PROPERTY CONSULTANTS 












Commemorate someone dear to you now 


£150 names a flat, or ‘inscribes a name on the 
Founder’s Plaque of a new SE Centre, “£250 - 
. names a double E 








WIA 2AP. 20 HANOVER - SQUARE, LONDON. WIR OAH. TELEPHONE 01-629 8171 
‘TELEGRAMS: KNITEFRANK LONDON WIR OAH TELEX: 265384 (LDN) ' 
‘Edinburgh Hereford Paris Amsterdam Geneva and Nigeria 
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It’s fine to have pardners, 
but what if the injuns strike? 


Every partnershi> is at risk. If one partner Theseschemes are flexible enoughto ` 
dies or retires, the otters can have a big problem., take care cf all kinds of differently constituted 
Maybe an insoluble problem if provision has not partnerships, and they aim at the maximum 
been made in advance. savings in tax and estate duty. 

Equity & Law offer a variety of partnership ` Ask your local branch for the comprehensive 
schemes (applicable <lso to directors of private booklet: Partnership Assurance. 
limited companies) which are designed to provide . 
adequate capital in tke right hands at the right D 
time; so that a business bilt up over the ae Equity & Law 
need nat be jeopardised by untimely death or ‘Specialists in life assurance since 1844 
timely retirement. 





Administratisn: London, Coventry, and High Wycombe, Bucks. Brescher throughout the United Kingdom. 
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Wealth Tax and. Confiscatory 


_ Income Taxes i in Perspective | 


ay 


TE political, social, and even economic consequences 


of various methods ‘of taxation ate not foremost in the 
` minds of accountants. The. concerti of the’ profession is 
directed more towards tke practical and computational 
ramifications of tax changes. 

Not surprisingly, a wealth tax is Se by the pro- 
fession in the same manner as any other tax; the emotive 
rhetoric and the-political intensity of less pragmatic’ groups 
of people are of little importance. This technical stoicism 
„is essential in a professional environment — but there is 
also room for a less-subjective and narrow view of what 


represents a major develosment -in the. social, structure of . 


the United Kingdom. ` 

In 1884, George Bernzrd Shaw wrote E the Fabian 
Society: ‘Under existing circumstances, wealth cannot be 
enjoyed without dishonour, or forgone without misery.’ 
This is indicative of the widely held absolute view ‘of 
wealth and poverty in a scciety divided into what he called 


‘hostile classes, with large appetites and no dinners at one ` 


extreme, and large dinners and no appetites at the other’. 
This view prevails today, although the real division is 


between the concept of a, property-owning and inheriting- 


‘democracy and the quasi-egalitarian EE of re- 
distribution.of wealth anc income. 


History of capital taxes . 


From the taxation point of view, transfer and wealth t taxes 
can be seen as a gradual payment of estate duty or, at most, 


a more equitable placing of incidence. From the philoso- 


phical and attitudinal viewpoint, the issue is more complex. 
A survey undertaken by Opinion Research Centre for 


‘The Times concluded that 72 per cent of. the- electorate’ 


. would support a wealth tax on. assets exceeding £75,000. 
‘The subsequent White Paper (with a £100,000 threshold) 
may anger the-28 per cent who disapprove, ‘but is likely to 
have majority public support. . 
However, when Oliver Goldsmith wrote 

‘Ill fares the land, to hastening ills a prey, 

‘Where wealth accumulates and men decay- ` 
he oniitted to mention that in Great Britain more has been 
done to ensure that men do not decay, and there have been 
more measures to tax accumulations and transfers of 
wealth, than in any other country in the free world. Nor 
did the survey include a potted history of taxes on capital 
and ask which one the respondents preferred. 


The fact i is that the ay of Britain have been. subject f 


A Philosophical View: l 


E PETER R. PENNINGTON | LEGH, A.C. A. 


to some form of wealth a be it estate, death, iy 
probate or succession duty, gift or capital gains tax, capital 
levy or stamp duty, for nearly 400 years. The first pro- 
gressive tax in the UK was the estate duty introduced by’ 
Sir William Harcourt as early as 1894, but death duties 
had been in ‘use in England 200 years before this. Legacy ` 
and succession duties, which both existed until 1949, were’ 
first levied in 1780 and 1853 respectively; a capital levy’ 


. was charged after the First World War as a means of 
_ reducing the National Debt; a gift tax was sprung upon an 


over-taxed nation in 1881, and since the end of the nine-: 


‘teenth century there- have been a multitude of taxation 


schemes resulting directly or directly i in the liquidation l 
of assets. Z 
The ‘effect of this history of-taxation is that the con: 
centration of wealth in this country is rapidly being’ ‘diluted.. 
It has been estimated that, in the 11 years since 1963, the 
share of total personal. wealth in the UK held by the. 
wealthiest 10 per cent has fallen from 73 to 41 per cent. 
Within three generations this share may, even under.present _ 
legislation (with a little help from fiscal drag), fall to 20 
per cent) Even so, the total wealth held in private hands 
by those with over £50,000 was £25,400 million in 1971, ` 
and this polarization of wealth is still seen by many as ` 


` being synonymous with power. 


In 1909 the German industrialist, Walter Rathenau, 
wrote, ‘Three hundred men, all acquainted with each other, 


` control the economic destiny of the Continent.’ This is 


no longer true of individuals, though some suspect that it , 
may be so of the multinationals. ; 


Wealth and egalitarianism 
Today, it is no longer control or power: which is the bogey- 


- man, but individual wealth per se, and it is the declared 


intention of the Labour Party to see tọ it that this in- 
dividual wealth is ‘redistributed’. To such politicians, . 


‘wealth is the only truly unacceptable: face of capitalism. 


This attitude pays scant regard tò the constitution of this - 
wealth, the effects of taxation on homes and art collection’ 


_and the impact on-national spending. 


Like Thomas Overbury’s traveller, the man who ad- ! 
vocates the redistribution of all wealth and all incomes ` 
‘disdains all things above his reach’; he wishes to deny to 
all, that which is not possessed by some, and seeks to 


2 But see “When SE Are Suspect’, Ahe Accountant, June zoth - ~ 
EDITOR. : 
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. render impossible that which is improbable. But if we 
` accept that it is the right of man to possess and to use that 
which he obtains as a result of his labour or his. skill, and 
that there must. be disparities in wealth caused by: dif- 
ferences in incomes and relative propensities to spend and 
to save, then -why must these basic rights. and natural 
differences be obviated by the SEN ‘of all assets 
over an arbitary sum? 

According to a correspondent. of The Times (March 
22nd, 1974),-‘Older people tend to have “higher i incomes, 
and out of higher incomes a larger. proportion is saved. 
An American study found that people in the age range: 
`` 45-54 have about 1# times the income of those aged 18-24; 

the proportion of income saved is about three times and 
the amount of annual saving about five times of the younger 
age group.’ 

Surely, if it remains possible to create personal wealth, 
the sense of injustice and’ the existence of class divisions 
which the socialists aim to destroy will always be with- 
us. After all, we are accustomed to the phenomenon that a _ 
luxury becomes a necessity when the Joneses have it. It is 
those who lack the expectation of owning something they 
desire to whom its very existence is an anathema. For a 
solution, we must look towards more ideal social structures; 
and yet they too cannot cope with the need to maintain 
financial equality. 

The Times again: ‘In an egalitarian society where i incomes , 
depart from equality only through differences in age and 


-everyone inherits the same amount, there could still be a , 


substantial degree of wealth concentration. The wealthiest 
10 per cent of adults could own 30 per cent of the total 
personal wealth mainly because of the EE of 
savings by older people.’ 


Liquidation and confiscation of assets 


The inevitable consequence of taxes on capital or capital 
transfers or confiscatory income tax is the wholesale ` 
_ liquidation of assets. Without doubt, higher taxes are paid 
out of savings and there is no evidence to suggest that the 
well-off will cut their consumption or their standard of 
living to pay these liabilities. Moreover, those who depend 
upon ‘investments for their- pension, those who own 
businesses for their livelihood, and those who supplement 
their small earned income with unearned income will 
suffer along with the affluent, by being obliged to eat into 
|, their earning capability as a result of selling their property 
or their holdings. 

Social injustice will always be with us, and the advocates 
of wholesale confiscation ignore the truth that there is 
more injustice in a philosophy which denies most things 
to all of the people than a philosophy which offers all 
‘things to most of the people. Wealth is something to be’ 
` accepted, or something to be done away. with completely ; 
to. tax wealth or income as if it created injustice achieves 
. the opposite effect to that which is desired. 


-: Ina country in which nearly four million workers earned 


` Jess than £1,300 in 1973,. it is surprising that the con-. 


centration of incomes shows less ‘polarity than the con- 
centration of wealth; for example, in 1970 the top ro per ` 
cent of wealth holders earned no more than 25 per cent 
` of the total’ UK personal income. Income i is surprisingly 
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‘well distributed among those at and above the national ` 


average wage (which we know is now above £40 per week - 
and risirg sharply). In fact, only ro per cent of those 


earning above the national average wage have over £50,000 > ' 


in personal wealth; therefore any increases in taxation aimed 
at ‘distributing’ wealth or income. by this means will hit. 
the pocket of the remaining go per cent of income ’earners, 
This is the policy of E not the rich, but all save the 
very poor. 


Punitive taxation of income . 


Punitive taxation measures against high income earners 
. would produce a surprisingly small revenue yield. The 
Economist has calculated that ‘In 1970~71 . . . two million 
people had after-tax incomes of over £40 per week. Con- ` 
fiscating their entire income above {40 aweek would have 
yielded {1-6 billion a year, enough to give all the other 
23 million income earners about an extra {1-35,a week. 


‘each’. 


Using che same basis, it is interesting to calculate the 
yield frem confiscating all after-tax incomes above, Various 
amounts. The results are as follows: 


Yield 

; ‘Up io _ £ millions 
£2,000 1,600 ` 

£4,000 ws S CHE re 260 

‘£6,000... i A re ee, eet deg? 45 

_ £8,000 ES JEE eg, Ke ga o NA 

£10,009 Se ia Se d o oua si 2 


The obv:ous conclusion is that such confiscatory taxes have 
small marginal benefit except as political gestures. To put 
this ‘in perspective, a 100 per cent tax on incomes over 
£5,000 wculd yield the same as a rop rise in SES gains 
tax rates. ` 

Furthermore, we have the fact that over go per cent of 


‘the total income tax yield is derived from the basic tax 


rate, A 100 per cent. increase in the higher rates could not 


pay for rc per cent of the Government’s social contract; 


whereas a Io per cent increase in the basic rate could, and 
indeed will, cover nearly 100 per cent of the bill, When | 
asked .whaz effect his measures would have on the poor, 
Mr Healey was unable to say that they would receive any . . 
share of the redistributed wealth, but assured the inter- 
viewer that it would make the poor ‘feel better’! 

Inflation is be far the most effective tax collector. The 
Sunday Tines explained: after the 1974 Budget that “The 
income tax take for 1974~75 will be up by £24 billion 
from this source [inflation] with only a net £267 million 
from all the Chancellor’s carefully constructed charges.’ 
Other experts have calculated that tax revenue will rise 
by over 7c per cent in: 1974-75 and 1975~76 if money 
incomes ris at the rate of 174 per- cent in these years. This 
is a result of ‘fiscal drag’ which is annually compensated: 
by Budget measures such as increases in certain tax allow- 
ances and cuts'in taxation. . 

It is socially and politically Re for Chancellors to 


' offset fiscal drag in this way. On’ the one hand, the tax 


threshold is lowered and those in the lower and middle 
earnings category - “avoid suffering from a. declining: take- 
home-pay ;,on the other Kertz taxes on the higher poid and 
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tax on estates and capital transfers are Geen by the 
-effects of inflation. In the most recent example of this 
trend, although 15 per cent of Mr Barber’s tax cuts 


between: 1970 and 1974 went to helping people whose .” 


incomes were above £6,000 p.a., these so-called hand-outs 
to the rich were more than eroded by the effects of inflation, 
and those earning over {£6,000 p.a. ended up EE 
ately worse off than those below this level. 

The National. Campaign ‘against inflation: sees the in- 


flation problem as being fired’ by an accountancy factor, - 


ACCOUNTANT 


and a source of solutions in accounting.’ This is a brave ` 


claim, but one from which all “accountants should gain 
inspiration. 


The accountant’s role 


With regard to the annual wealth and capital kanie taxes, ; 


the role of a¢countants will be determined as usual by the 
requirement of law upon clients. This historical role is too 
_ hegative and too insufficient in ‘today’s world. . 
Accountants are involved in taxation policies; they have 
no choice about that. A profession which understands, 
administers, computes and accounts for taxation has an 
incumbent responsibility to contribute towards the ac- 
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ceptance of reasonable fiscal Se ana to fight against 
unreasonable policies. Accountants also have a duty to. 
inform those in a position to. influence legislation of the ` 
consequences of governmental decisions. 

Economists have. the same obligation to point out such 
things as. the lunacy of paying for consumption out of 
liquidated capital. Those in art must expose to the public 
gaze the need to keep together art collections and preserve 
the tourist attractions of stately homes. It ‘only remains 
for the accountant to recognize, that he too has a positive 
— even activist — role in taxation reform. 

The ‘concentration of wealth is decreasing’ at a faster 
rate’ in the UK than in nearly every other comparable 


' country; incomes are lower and taxes are higher. Some- 


D 


. thing is very wrong, and one must doubt the motives and 


the mathematics of those who see these international 
disparities and yet still wish to tax capital transfers, wealth 
and investment income on confiscatory bases. 

The danger is that the systematic confiscation of assets, 
savings and income will gain recognition asan acceptable 
fiscal philosophy and an unavoidable social necessity when, 
in truth, there is not enough wealth to go round and 
not enough income to share. 


EN ate Rates of VAT 


: by HUGH MAINPRICE, LL.B. 


: SE : . The Commissioners of Gaston: and Excise have published a Notice No. 745 ; 
‘ ‘entitled VAT: Preparation for Additional Rates. In the first paragraph of the ` 
- notice, they explain that it is being published because there might be only a short 

interval between the time of announcing the proposal for additional rates in 

; Parlamant and the time of HCH them into operation.. 


‘INTRODUCING the VAT part of the Finance Act 1972, 


Mr Anthony Barber, then Chancellor of the Exchequer, . 


made great play of the fact that the UK would have a single 
ro per cent VAT rate and that this was very much better 
‘than Continental countries with their multiple rate systems. 
‘Indeed one of the advantages, so it was said, that 
VAT had over purchase tax was the single rate system 
as opposed to the multiplicity of rates — sometimes as 


many as five — which were current under purchase tax. 


legislation. 


The wheel has now turned,.and it is quite obvious that’ ` 


the Treasury and the Commissioners of Customs. and 


Excise are planning a multi-rate VAT system. From the 


political point of: view, a Labour Government could be 


expected to introduce differential rates-in order to tax 


‘luxury’ goods more highly and to alleviate the tax burden 
on ‘necessities’. With the example of the other members of 
the EEC before them, and with. the spur of projected 
indirect tax, harmonization, it. has been clear to most 
accountants and lawyers who had dealings with VAT-that a 
multi-rate system would be introduced sooner rather than 


later. The UK is faced with the near-certainty of three ` 
positive rates and one zero rate of VAT by Christmas. ` 


Continental experience 
It is some help to consider the multi-rate systems now in ~ 
force throughout the EEC. At the moment Denmark kas 
one rate; Germany, the Netherlands and the UK two 
rates; Luxembourg and Italy three rates; France and. 
Belgiuin four rates; and Eire five rates, one of them applic- 
able only’to entry to dance halls. While these miultiple , 
rates appear to work smoothly in Europe, it is extremely 
doubtful, in my view, whether a multiple rate can be 
introduced into the, UK without a major upheaval in 
business administration. 

Practising accountants are E aware of the confusion 
in the minds of small traders about.the whole VAT system. 
This confusion was,, if anything, increased by the recent 
reduction of the standard rate from 10 to 8 per cent, for 
while the rate was 10 per cent the inclusive VAT 
fraction was 1/11th, whereas with an 8 per cent rate the 
inclusive VAT fraction is 2/27ths. I find it somewhat strange ` 
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sthat-with'all the'publicit; y which was given to the decimali- 
-zation“of: currency, and the publicity which is now being 
‘given to.metrication, businesses must still use fractions to 
calculate a VAT: inclusive pzice. 

“Of:course, large businesses with sophisticated computer- 
‘ted accounts do not suffer to-the same extent as small 
‘businesses — particularly in the. retail’. sector — -where 
accounting is still manual. However, even large businesses 
will have to ‘expend considerable sums on reprogramming 
computers for a multiple VAT rate. 

- In their Notice No. 745, the Commissioners deal with 
some of the procedural difficulties that a multiple rate of 
VAT will entail. 'They give examples of specimen tax 


‘invoices and VAT accounts. A tax invoice for a mix of 


goods: chargeable at different VAT rates. will naturally 


require additional columns, dependent on the number of ` 


„rates. The VAT account wil, likewise, require additional 
columns to separate different rates of tax. 


. This in itself will requize an enormous amount of, 


stationery reprinting — which is expensive — and it will also 
lead to a great quantity of current stationery becoming 
obsolete. With the rising costs of paper added to increased 
wages, and other overheads ir the printing trade, this alone 
~ will cause a considerable financial burden on i the business 
community. 


Tax invoices — 


The Commissioners of Custems Ei Ets have always 
maintained that the right tc deduct input tax depends 


upon the possession of a VAT invoice or a modified VAT. 


invoice. Whilst I consider that there is little basis in law for 
this contention, it is nevertheless obvious that the tax 


invoice is the most vital document in any VAT accounting’ 


system.’ The normal tax invoice will, as mentioned above, 
require additional columns. ‘The less detailed tax invoice is 


dealt ‘with in paragraph 6 of Notice 745, and one of the ` 
conditions in that section. is that invoices for supplies ` 


costing £10 or less will only be acceptable for goods or 
services which are chargeable at one VAT rate. 

Thus if, for instance, pens and pencils were to be charge- 
able at a high rate of VAT anc typing paper and envelopes 
at the standard rate, any petty cash purchases of stationery 
which involved all these items would necessitate two 
separate invoices. The additional work involved for the 
supplier would be considerab.e and the volume of paper 
for both supplier and purchas2r increased. 

_ “It seems likely that the accounting effort involved 
would be such that such purchases would be ignored for 
VAT purposes and thus tax would be paid which was not 

` strictly due to the governmen:. In the end result this tax 
would be borne by the final consumer who would thus 
pay an element of VAT on VAT. 

The Customs and Excise recognize that the ordinary 
VAT ‘return (Form VAT 100) is already sufficiently com- 
plicated to be causing difficultzes and it has been officially 


_ admitted (“Margin of Error’, The Accountant, April 18th) ` 


that up to 20 per cent of returrs are incorrectly completed. 
` With additional rates, the complications would be multi- 
plied and the task of the professional accountant who 
advises small and medium-sized businesses made much 
more difficult. 
‘The Customs promise that a new notice dealing with the 
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effects of additional rates upon the special schemes for 
retailers will be published soon. The schemes as they 
now stand are complicated enough and, if there are to be 
additicnal rates, the task of the small retailer in assessing ` ` 
his VAT liability may become almost impossible. 

There is one point in Notice 745 which I find difficult to 
understand. In the specimen VAT account for fully taxable 
persons, the tax due on imported goods and goods from 
bonded. warehouses is shown as one total monthly figure. 
With a multiple rate of VAT there will be different rates of 
VAT for different imported goods. I would have thought’ 
that the Customs would require these rates to be shown 
separately for all imported goods. However, in the interests 
of simplicity, far be it for me to complain if the fully 
taxable Jerson is allowed to compile his VAT account 
showing imported goods at one overall figure. 


Demarcation disputes 


Apart rom the accounting difficulties Noka in the 
introduction of a multiple rate of VAT, there is also bound 
to be a gteat number of what might be termed demarcation 
disputes. These were common in the old days of purchase 
tax, wher. the Courts were invited to decide whether toffee 
apples were fruit or confectionery (Candy Made Confections 
v. Commissioners of Customs and Excise), or whether a 
children’s cut-out book was to be regarded as a book or 
a toy (Scmuel Jones Lid v. Commissioners of Customs and 
Excise). 

With tne all-embracing nature of VAT, it seems clear 
that disputes- of this nature will once again become 
prevalent; indeed, the VAT Tribunals have already been 
asked tc zule on the exact meaning-of the word ‘book’ in 
Schedule 4 of the Finance ‘Act 1972.1 In future these 
Tribunale will undoubtedly be faced with disputes 
regarding which rate of tax is properly applicable , to 
particular goods or services and this position is not 
simplified by section 10 (4) of the Finance Act 1972. 

That Section reads: “Where a supply of any services 
is not the only matter to which a consideration in’ money 


relates, tae supply shall be deemed to be for such FS 


part of th= consideration as.is properly attributable to it.’ 
Already, the London VAT Tribunal has held that ‘certain - 
services performed by money brokers are appoitionable 
under the provisions of this section, notwithstanding that 
a single invoice for the services is raised, and that there 


is no separate charge raised in the money brokers’ accounting 


systems ‘Guy Butler International Lid v. Commissioners of 
Customs ard Excise (LON/74/ 57; The Accountant, July 25th 
and September rgth)). 

Gloomy economic: pronouncements have become daily , 
reading in the national press, and it is not pleasant to 
have to add to the atmosphere of despondency. Neverthe- 
less, the cost to the business community of VAT' in its 
present form cannot be much less than £500 million per year. 

If the average cost to every trader of reorganizing his 
VAT accounting system to cope with a multiple rate of 
VAT is £100 — and this seems to me to be a most 
conservative figure — then the changeover will cost an addi- 
tional £150 million. This is a staggering sum in the light 
of present 2conomic conditions. 


1 See ‘When I Is a Book Not a Book, The Accountant, March 28th. 
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Glut and Slump Down on the Farm 


by JAMES ELLES, B.Sc. 


X 


A brief outline of the effect of world forces on British farms, with a guide 


E in terms of output, is the largest 
industry in Great Britain, and yet it is the one which 
suffers most from factors sutside the control of the pro- 
ducers. Not only is the pattern of production dependent 
on market prices and production costs but on soil influence 
and climate, as well as unpredictable factors such as disease. 
While it is possible for farmers to curb some production 
costs — for example, by finding substitute feeds — other 
costs are totally uncontrollable, affected by political, 
economic and climatic influences. 


The purpose of this article is threefold: to look at the . 


effect of world forces on the. British farm, to highlight the 
importance of costs by reference to the current situation, 
especially in the livestock seztor, and to examine what means 
are available to estimate costs and returns in order to give 
the farmer a guide to expected profitability. 


Economic background 


During 1973 and the first half of 1974, there have been 
massive rises in the cost of feedstuffs, fuel and fertilizers for 
farmers. These increases have stemmed from international 
factors not related to Brizain’s entry into the Common 
Market, and Britain is by ro means the only country to be 
suffering, Fertilizer cost rises have been the result of the 


trebling in oil prices, sinc2 most nitrogenous fertilizer is 


produced from oil and is extremely vulnerable to changes in 
oil prices or supplies. Over the past 12 months, for example, 
phosphate fertilizer prices have risen by 120 per cent. 

. The rise in feedstuff cost has been due partly to a short- 
age in supply and partly to greatly increased demand. In 
1970, a shortage of American maize developed through 
disease, causing prices to increase sharply. Then in 1973, 
an acute shortage of soya beans resulted from reduced 
- American acreage; a clampdown was placed on US exports 
causing increased demand and speculation. 

Increased demand has arisen through two major factors: 
(a) Because of poor harvests, Russia, China and (to a lesser 
extent) India have pu-ckased large quantities of grain 
from the USA. From February 1972 to February 1973 
‘the world price of whea: rose by 66 per cent. During 1972, 
Russia bought, over a period of six months, 12°million 
tons of grain or half the amount stored inthe US in 1973 
(and, owing to the’ presence of export subsidies, was 
paid $300 million to do so by the US Government). It is 
significant how rapidly the price of wheat, barley and 


maize rose after Russ:a, China and India decided on 


massive imports. ` 

(b) Demand for grain has accelerated not only for dea 
consumption, but for the production of livestock (e.g., 
-pork and beef). Since it takes an average 7 lb of feed 
grain to produce 1 Ib of beef; the demand for grain has 


for farmers on agricultural costs and profitability. 


expanded enormously. In the past ten years, for example, 
Japan bas increased its import of feed grain by 300 per. | 
cent. 

In consequence of these factors, world grain reserves 
fell during 1973 to a critical level, helped by richer nations 
indulging in panic buying. High prices for all grains resulted 
in steep rises in compound feeds used for livestock fattening.. 
The rises weré exacerbated further by a shortage of protein 
obtained from fish meal — caused by-an alteration in the | 
current off the coast of Peru, which affected the catch of 
anchovies, the fundamental basis for fish meal production. 


Trouble for livestock farmers 

While a high grain price has permitted arable farmers, 
despite increased seed and fertilizer costs, to maintain a 
good profit margin, livestock producers have fared con- ` 
siderably worse. This present position is well illustrated by . 
reference to beef producers who are currently faced with 
accelerating costs and diminishing end-returns, through 
decreasing market prices. 

Their difficulty stretches back to 1970 when there was a ` 
‘butter mountain’ in the Community caused by high 
market prices. To reduce the surplus, a subsidy for cow 
slaughter was introduced, and as a result, fewer calves ` 
Come op to the market for fattening, causing a beef shortage 
coupled with high prices in December 1972. The long 
production cycle of a beef animal, varying from two anda ` 
half to five years from conception to slaughter, makes it 
difficult to achieve a supply and demand balance. ` 

This shortage stimulated a surge of confidence in beef 
production. Large sums of money were invested in build- 
ings and stock with active governmental and Community 
encouragement. Many. farmers financed their purchases 


. with loans in the expectation of high profitability. Because 


these loans were at high interest, rates and since costs 
continued to rise, it bécame increasingly important for 
producers to obtain a good market price to recover their 
production costs. But this has still not happened. l 

-The beef price began to fall away. during 1973 through 
consumer resistance to expensive beef, and the fact that 
supplies began to come on to the market with gathering 
momentum. Under the old support arrangements in this 
country, producers would have’ been given a. deficiency 
payment, compensating for the difference between the 
guarantee and the market price. 

This system was dismantled prior to our joining the 


EEC. Instead, support was promised in the form of 


steadily increasing prices guaranteed during the five-year 
transitional period. As the National Farmers’ Union points 
out, the current difficulties have largely resulted from the 
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“fact that feid costs have in the ‘first year e Ge 
` membership ` risen. beyond the EEC level, while returns ` 


are still well below those. in other member states. Retutns 
have not been helped by the suspension of the operation of. 
__.the,system of government guarantees, so that UK prodúcers 

- no longer have an effective. foor price for their product: A 


-UK guide price, has-been sef up at £17-50 per cwt, hardlý f 


sufficient to cover the cost of beef animals bought nine 
months ago at £20 per ewt. 


To: try to, offset cost: rises, the EEC has increased calf 


Bade by £10 per calf and introduced slaughter’ pre~ 
miums aimed at obtaining orderly marketing of beef ` 
_ cattle ‘over the next six months. But-at the same time, 


member states, e.g., France, Germany and Ireland, are 
: being subsidized to dump their surplus beef on to the UK 

market, depressing prices still further. Si 

` ‘The measures taken so faz can only be temporary and 


will, in all probability, not Le sufficient. to prevent many ` ` 


‘farmers making héavy losses: The bèst way to restore 


`. confidence would be to secure returns through the Com- — 


` munity, structure. 


Unless confidence i is: 'testored, RE of Betteng 


a beef will inevitably occur, ‘sine farmers will be reluctant to 


„Invest large sums of money in non-profitable beef enter- - 


‘prises. Their reluctance is demonstrated by :the present 

_ high rate of calf slaughterings. It is possible; however, that 

the recent introduction of slaughter premiùms will reverse 
this trend. 

` Eyen if some measure of stability returns, the breeden, 

ted rise in costs has caused, znd will continue to cause, an 

alteration in feeding methods. To curb production costs, 


‘livestock producers have beensearching for substitute feeds. : 


. Because of a very dry start ~o the season, there has been 
difficulty in finding grass- products — -hay is, SE and 
yields of silagé are down. -. 

‘If cereal prices remain ‘high in. the long ‘term, there 
is certain to be a strong orizntation towards grass-based. ` 
livestock systems ~ unless either ‘the government or the. 

` Consumer is prepared to pay for the high costs of the in- 
efficient ‘grain to beef‘ system. If this is the case, competition ` 


for scarce land resources will become greater; not only asa . 


, financial investment but for purposes of grass prouchan 


l Estimating farm profitabiity ae EM 
Budgeting is essential for anticipation of farm profitailiy, 
but it is not often done. The difficulty of estimating both 


costs and returns provides the biggest problem particularly: 


in today’s unstable market conditions: Ir used to be 
relatively simple ‘to predict annual farm costs by taking 
the previous year’s figures and including an inflationary 
. element for the next. But the tremendous. rise in costs, 
of all kinds, over the past two yan has made this method 
‘less reliable. 


Returns ` “are equally hard to: estirhate ` re of wide e 


variations in the yields and prices of both crops. and ‘live- . 
.. stock. Even when a budget is prepared, ` experience has 


shown: that farmers are generally over-optimistic in ‘their. 


forecasts. 


It is- importatit, thertore; that the budget should be" 
monitored: throughout the year. Monthly or quarterly . 


estimates- of ES are Geen to GE projections - 
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up to dete, and. to control cash flow.: A “cash flow aa 
is an essential sid ‘to maintaining liquidity through the’. 
matching of costs with revenues. In addition, the analysis 
“produces a gross and final net profit- figure, enabling the 
net worth of a business to'be calculated at a particular time.: 
It is very important to know the rate of return when money: l 
is being borrowed at high interest rates, which is the. case, | 
with most ‘farmers. "` 
To.sée where effort should be EE ‘itis necessary’ 
to- compare the relative profitabilities of each enterprise 
-on a fern. Unfortunately. ; there is no easy method owing 
-to the problem of overhead allocation to different crops or - 


stock enterprises. There are two basic methods: 
‘through the payments of monetary compensation, other - 


(a) Farm costs may- be taken as a total and allocated between 
different enterprises, the total including - the cost of 
buiidings, equipment and labour. 


ID Alternatively, a gross’ margin analysis may be prepared 


‘for zach enterprise. By this means, overhead costs.are not . - l 


allozated between enterprises. Only those variable costs `` 
` directly attributable to an enterprise are. deducted, . 
This sscond method is moře widely used since it Ze less 
‘time ccnsuming than the first, and usually gives a better ` 
guide to the relative profitability of enterprises. But it should . 
` be used with caution and its, limitations EE 1" 


` Constructing a farm olan 


In addition, it is possible with the, help of gross. E S 
analysis to construct a farm plan and to calculate: the. "7 
relative. >rofitabilities of ' enterprises - by means of linear 
programming. A computer is used to process the relevant ` 


information: which ‘would. include the number of acres for ` 


cropping (or feed for livestock). based on projected as- ` 
sumptiors of ‘price and yield. . ~ 3 
The. method cannot produce a "completely accurate ` 
picture, since, evenif the variables of machinery and labour ` 
are included, it is impossible to estimate the, likelihood of W 
disease cr the effect of the ‘climate over and. above the 
fluctuaticns of market prices. Nevertheless, linear pro- ', 
‘gramming can be a very useful-farm management, tool, es- - 
pecially where the'scale of the operation and the riumber of ` 
variables make normal analysis impracticable. : 


“By the means sketched above, it is possible to obtain an” 
approximate picture of how costs and prices will affect the ` 


pattern cf production on. a ‘particular. farm." From these 
` ‘budgetary projections a production, framework may be 


-constiucted. Regrettably, for a large variety of reasons, this ~~ 


framework has currently become. imbalanced, - especially 
for livestock producers, owing to unprecedented alterations 
in costs’ and prices. . These changes have upset budgetary 
calculaticns and underliried: the importance of cash flow. 

Tn the final analysis it is up. to government to guarantee _: 
prices ard thus to maintain the confidence and market 
stability that will enable. realistic budgets and. cash 
analyses zo be prepared. 

‘ Farme=s must have a reasonable return on their invest- . 
ment. Without confidence of expectation of profit, agri- | 
cultural production in many sectors will decline just at a 
time when -the farming industry should be expanded in .- 
order tè cut; down. on imports and limit Britain’s balance of 
payments deficit. 


Tt See ‘Farm “Accounts Analysis , Tor Management, “The Accountant, 
"ee gory, 3973+ a X 





NPRECEDENTED inflation, record 

high-interest rates and rapid de- 
terioration in construction industry trad- 
ing conditions have wrought considerable 
change in the Francis Parker group of 
companies. The accounts, reprinted this 
week, are dominated by £4:49 million 
of contracting losses. Mr R. K. Francis, 
the chairman, recalls that a year ago he 
was enthusiastic about 1973—74 prospects, 
and half-year results to end-September 
1973 bore out that appraisal. 

But in the second half-year a near 
collapse of the construction industry, 
plus interest rate and inflation factors, 
hit the group. The effects were a sharp 
fall in housing sales, which left profits in 
that sector {1:5 million below expecta- 
tions and cash flow as much as £5 million 
below; a consequent increase of nearly {1 
million in interest charges on un- 
expectedly increased bank borrowings; 
and the losses of £4} million on local 
authority fixed-price contracts. 

Current year policy is not to start 
new houses on any development sites, but 
to concentrate on completing and selling 
units currently being built. No new 
commercial or industrial property 
schemes will be started until contracts for 
sale have been exchanged with eventual 
purchasers. Involvement in general con- 
tracting will be ended by selling the 
companies concerned. The concrete in- 
terests will receive ‘every measure of 
support including capital expenditure on 
approved expansion projects’, with similar 
support given to the plant hire and 
specialist service activities. 


Goodwill 


Revaluation of gravel-bearing land when 
the Francis Parker group was formed in 
1971-72 gave rise to a goodwill item of 
£53 million, and that rose to £8-1 
million as the result of subsequent 
acquisitions. Boardroom policy was to 
recognize goodwill as covered by under- 
lying land and property value surpluses. 
But changed market conditions have 
persuaded the directors to reconstruct 
the balance sheet using professional 
valuations on all property and land 
(other than land under development), and 
to write off the goodwill relating to 
house building. 

As a result, net tangible assets have 
increased from Zo million to £6-1 
million, despite full provision made for 


terminal costs in contracting. The only 
goodwill left in the balance sheet is 
Ze million relating to concrete and 
manufacturing activities where the worth 
of the companies ‘is patently well in 
excess of book value.’ 

Mr Francis says that proceeds achieved 
from land sales since March 31st, have 
been significantly in excess of figures 
indicated in the professional valuation. 
But he adds the cautionary comment that, 
whereas in the past a large element of 
profit from house building has derived 
from the increase in land values, this uplift 
will not occur unless land prices increase 
beyond valuation levels. As a result, the 
company may be ‘moving into a period 
where profits, compared with previous 
years, will be reduced in numerical 
terms, but will be of far better quality’. 


Contracting 


On the subject of contracting losses, it 
needs to be appreciated that when the 
three main constituents of the group 
came together in 1971-72, two of them — 
Daniel T. Jackson and Drury Holdings — 
were committed to over £30 million of 
local authority contracts, and owned land 
and property valued then at £10 million. 

Mr Francis estimates that the carrying 
out of more than £25 million of that 
workload and handing over some 7,000 
houses has cost the companies £6 
million, while the land and property 
assets rose by about £10 million. To that 


One of the Francis Parker gravel-pit sites. 





extent there have been merger benefits. 


But the local authority building commit- 


ment is now down to £3 million. Most 7 
of this work was taken on a fixed price 7 


basis with assumed inflation rates between ` 
5 and 7 per cent; inflation rates of treble ` 


those figures have played havoc with the — 
results in an industry traditionally look- 


ing to net profits only in the 3 to 5 per 
cent region. 


Financial and management reorganiza- 


tion has been necessary. The experience 


has indicated, Mr Francis comments, 
‘that the one valid way of accounting for 
contracting is to take gross profits only — 
at completion of contracts’ — a policy 
which, he says ‘is applied by only a 


minority of contractors in this country’. 


To concentrate on profitable areas, the — 
contracting businesses are to be sold and — 
negotiations are in hand to that end. — 


Although accounts were in shareholders’ 
hands on September 23rd, the annual 


meeting is not due to be held until ` 
November 15th, in the hope that negotia- ` 


tions will have been completed by then. 


Three-point programme 


The chairman lays down a three-point — 


programme of ‘short-term objectives’. 
It is: 
1. To maintain and, where possible, to 


increase the value of assets owned by 
shareholders; we "e 


2. To reduce borrowings as SOS-GË 

















improving the asset base and reducing 
interest charges; and 
3. To generate sufficient profits to cover 
adequately a progressive dividend 
policy, within whatever constraints 
the government of the day may see 
fit to impose. 
If that seems a somewhat pedestrian 
approach, Mr Francis emphasizes that his 
_ main concern is to see the company 
through a period of unprecedented 
difficulty in such a way that, when 
conditions do improve, the group will be 
in the strongest possible position to take 
_ advantage of opportunities then available. 
Traditional methods of re-financing 
expensive borrowings through the capital 
_ market are not now available, he reminds 
_ shareholders. This must inevitably have 
its effect on short- and medium-term 
_ planning. 
= The firm policy being adopted is 
` clearly a matter of management strength 
` at the top of the group. It may be noted 
that the accountancy profession is well 
_ represented in the boardroom by Mr J. E. 
Smith, F.c.c.a., and Mr M. J. Smith, 
A.C.A., and the secretary, Mr M. T. 
fearn, F.C.A. 


Disputed Claim 


ROVISION of {£80,000 against a 

disputed insurance claim in the 
accounts of Alderman Securities Group 
is the subject of ‘explanation’ by the 
auditors, Messrs Peat, Marwick, Mitchell 
Se Co. Last March a freehold property 
charged as security against an advance 
made by an Alderman subsidiary was 
d “completely destroyed by fire. 

The property — a note to the accounts 
_ explains ~ was insured with a leading UK 
insurance company and the subsidiary 
Was a party to the policy as mortgage. 
~The subsidiary, on behalf of itself and 
_the owner of the property, has made a 
_ formal claim under the terms of the policy 
“which the insurance company has re- 
_pudiated. Thesubsidiary consulted leading 
counsel who advised that the repudia- 
tion should be challenged and if the 
claim is not met proceedings will be 
instituted. 

The dispute, the note adds, may be 
‘prolonged, and the subsidiary’s directors 
‘have considered it prudent to provide 
for the possibility that the insurance 
company’s repudiation of claim may be 
upheld. The £80,000 provision has there- 
fore been made ‘after taking into account 
a professional value of the land and certain 
collateral held to secure the advance’. 

The auditors, in their explanation, 
state: ‘We agree with this action although 
we are not able to judge whether the 
provision will prove to be necessary.’ 
Chairman and joint managing director of 
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Alderman Securities Group is Mr D. G. 
Williams, F.c.a., and the profession is 
represented in the boardroom in force by 
Mr R. F. Simons, A.C.A., joint managing 
director, Mr M. J. Bradlow, B.com., 
c.A.(s.A.) and Mr M. A. H. Hendries, 
F.C.A., as secretary. The group’s main 
business is the provision of financial 
facilities for the purchase of retail busi- 
nesses and the arrangement of the pur- 
chase and sale of such businesses. 


Electronic Machine Accounts 
Heavily Qualified 


T the recent annual meeting of 

Electronic Machine Company, share- 
holders adopted accounts heavily qualified 
by auditors, Maidment, Penney, Quick & 
Co. The auditors in their report stated 
they were not able to form an opinion on 
the amount of £168,143 charged in 
exceptional items in respect of the closure 
of the Simtec Industries subsidiary, and 
considered that the company had not 
kept proper books in its dealings with 
Simtec and another subsidiary, Panax 
Equipment, and that Panax Equipment 
had not kept proper books in its dealings 
with Panax Nucleonics Canada and with 
Electronic Machine Co. 

The auditors reported that ‘the com- 
pany and group have advanced an amount 
of £34,877 to a director which is in 
breach of section 190 of the 1948 Com- 
panies Act. We have not been able to 
satisfy ourselves on the amount due to 
the company and the group. The amount 
is in dispute’. 

For good measure, the auditors re- 
ferred shareholders to Note 15 which 
stated ‘Investigations are currently being 
made by the auditors. This may lead to 
the possible recovery of payments by a 
subsidiary at present believed to be 
£35,500.’ The auditors stated further: 
“We are not able to form an opinion on 
the treatment of £2,300 which is mcluded 
in debtors in the attached group balance 
sheet.’ 

In the directors’ report it had been 
stated that Mr M. Welling had resigned 
as chairman and managing director on 
July 30th because ‘certain conflicts had 
made impossible the harmonious working 
of the company’. There was disagreement 
between the board and Mr Welling as to 
amounts due to him, and Mr Welling 
paid the company an agreed amount 


which, on the information available to the ` 


board and the auditors, would substan- 
tially cover the amount in dispute. The 
auditors were instructed at the time to 
investigate the state of accounts between 
Mr Welling and the company with a view 
to reporting upon any amounts due. 

The £34,877 referred to in the auditors’ 
report, the directors’ report stated, con- 


stituted one of the matters the auditors 
were investigating. It was subsequently 
announced, five days before the annual 
meeting, after consultation between the 
board and the auditors and with the 
auditors’ full agreement, that Deloitte 
& Co had been appointed to join the 
auditors in completing their investigations 
and in reporting to the board. 

At the meeting, Mr Peter Tooke, the 
new chairman, told shareholders that 
although some money was owed to Mr 
Welling, on balance Mr Welling probably 
owed money to the company. He added, 
however, that of the £168,143 charged in 
exceptional items for the closure of 
Simtec, £40,409 is claimed by Mr 
Welling as sums advanced by him to the 
Simtec company. 

Accounts for the year to April 30th last 
showed a group net loss of £8,057 on a 
turnover of £1,426,000, against a pre- 
vious year’s profit of £134,095 on turn- 
over of £1,433,000. Extraordinary items 
increased the 1973-74 loss by £85,108, 
whereas in 1972-73 extraordinary items 
of £11,589 reduced the profit by £11,589 
composed of a stock write-off of £2,504 
and a bad debt provision of £9,085. 

Extraordinary items in 1973-74 were 
£168,113 of Simtec closure losses, 
£6,026 additional depreciation, and 
£26,439 provision for loss on disposal of 
plant and machinery. The total of 
£200,608 being partially offset by the 
£115,500 net proceeds of a claim against 
the British Drug Houses company. 

In the first four months of the current 
year, unaudited figures indicate profits of 
£60,000 on sales of £530,694, and Mr 
Tooke told the meeting that ‘this turnover 
figure for what normally is the worst 
period of the year is at a rate of £1°6 
million per annum as against {1-4 million 
for last year’. 

He also reported that Mr Neil Munro, 
‘a chartered accountant with experience 
in industry’, had been invited to join the 
board as an executive director. 


Reservations on 
J. B. Eastwood 


ESERVATIONS on the policy of 

the J. B. Eastwood poultry farming 
and meat company of not providing 
depreciation on freehold and long lease- 
hold properties and certain related 
equipment are made by the joint 
auditors, Peat, Marwick, Mitchell & 
Co and N. Williamson & Co. In their 
report with the Eastwood 1973-74 ac- 
counts they comment that ‘expenditure 
on maintenance of buildings and on 
part renewals of equipment is fully 
written off as incurred and it has not 
been practicable from the records avail- 
able to segregate expenditure on re- 
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MANAGERS KEEN TO IMPROVE 
THEIR PERFORMANCE SHOULD 
CERTAINLY READ THIS BOOK 


AN IMPORTANT ADDITION TO 
GEE’S WORLD MANAGEMENT SERIES 


ACQUIRING MANAGEMENT SKILLS 


by C. S. DEVERELL, M.A., B.Sc.(Econ.), B.Com., F.C.1.S., A.M.B.L.M. 


ACQUIRING MANAGEMENT SKILLS is not a textbook which merely dispenses knowl- 
edge. It is addressed to all those managers who have ever questioned themselves about their 
performance. How do | rate myself? Can | organise? Am | eager to learn more about human 
behaviour? What can | expect from a management development course? Does the jargon 
of the management studies specialist either infuriate or confuse me? Do | make myself clear 
to my associates? How do I tackle my problems? How much numeracy do [ need? What 
should | read? 


The avowed aim of the author is to interest the serving manager, to let him know what 
forms of personal development are open to him and to suggest how to make the most of 
them. 


Mr C. S. DEVERELL, author of Business Administration and Management, Management 
Planning and Control, The Techniques of Communication in Business, Personnel Management 
and other books, is among the most widely read writers on management studies in the United 
Kingdom. He has directed many management development programmes at five major 
colleges, for many years as head of management studies in three such colleges successively. 
He has held management posts in industry and is now a training consultant. He has contributed 
to development programmes in Universities, industry and television and has played a promi- 
nent part in the organisation of educational schemes for professional institutions. He will make 
you think again about the wide range of skills the manager must deploy. 


GEE & CO (PUBLISHERS) LIMITED, 151 STRAND, LONDON WO2R IA 


01-836 0832 


_ Price £3°30 net 
£3°52 including Post/Packing U.K. 


£3-68 Overseas 
289 pages 


Publishers cf The Accountant 


LEO onwards 
= 19471973 
MANAGEMENT and 
COMPUTER CONTROL 


by T. R. THOMSON, M.A.(Cantab.), B.Sc.(London), F.C.LS., Einst AN. 
A Lifetime of Experience in Computer Management Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER AND STUDENT 


This book is intended to provide the ordinary business manager with 
sufficient knowledge of compvters to enable him to maintain command of 
a computer. project and tc play his part in ensuring that the computer 


common to most businesses, including Payroll, Purchasing, Stock 
Control, Production and Project Control, and Sales and Distribution. 
The book ends with two chapters respectively on staffing and controlling. 


provides information useful for running the business to the best advantage 
as well as furnishing a basis for good management. 

The first two chapters give a broad analysis of the nature of business 
information and the data “rom which it is produced. The next chapters 
explain the nature of computers, what has to’ be done before a computer 
can be meade to produce the information from the data, and how to set 
about obtaining the right computer to produce the information required. 

There is then an explanation in simple terms of how business Information 
can with advantage ba approached mathematically. This is followed by 
six chapters devoted to tha main potential fields of application which are 


344 printed pages Size 113” x 84” 
87 line and 22 half-tone illustrations 
Fully bound in red — gold blocked on spine 


a computer project. Throughout the book stress is laid on the paramount 

need for the business manager to make. decisions on what information 
he requires to do his job effectively. Whether or not a computer should 
be used to produce the information depends on the ability of the computer 
experts to prepare a scheme whereby a computer can efficiently and 
economically do so. 

Since the book explains the problem of using a computer to provide 
business information, it incidentally offers to the student who is proposing 
to make a career in the field of computers for business purposes a useful 
background to his technical studies, 


PRICE £9°50 NET 
£9°88 by post U.K. 
£10°10 by post overseas 


ORDER NOW FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


GEE & CO (PUBLISHERS) LIMITED, 151 STRAND, LONDON WC2R1JJ 


Publishers of The Accountant 


Telephone 01-836 0832 
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List of member firms available 
from the Association 
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N overall majority of three, but a 
working majority over the main 
Conservative opposition, is a Labour 
Government situation that the City 
has already tended to see in terms of 


Socialist moderation. Optimistically, 
some City people take the view that 
whereas in a minority government 
situation the Labour Party had nothing 
. to lose and could therefore allow its 
Left a certain amount of latitude, a 
majority Labour Government will need 
to adopt a more responsible policy, 
particularly for external purposes. 
Whereas in the past year the debacle 
of the stock market has been taken as 
the measurement of lost ‘economic 
and political confidence, the foreign 
exchange market is now likely to be 
the most sensitive barometer of con- 
fidence. The stock market could even 
improve if the new Government takes 
early action on the question of in- 
dustrial liquidity in terms of eased 


corporation tax and profit margin . 


conditions. 

But the Government comes into 
office in 1974 much as did the Labour 
Government of 1964, when the world 
watched to see what would be done. 
That time the Labour Government 
did. not necessarily do the wrong 
things but did them the wrong way 
and at the wrong time — a com- 
bination that eventually led to de- 
valuation in 1967. 

lf the same pattern is followed now 
there could be similar international 
reaction in terms of pressure’ on 
sterling — pressure which under present 
economic conditions cannot readily 
be absorbed. 


BUDGET 


International eyes are doubtless al- 
ready turned to the promised Novem- 
ber Budget. At the International Mone- 
tary Fund meeting in Washington, 
Mr Healey presented his case that 
the answer to inflation is not wholesale 
‘deflation, which is true enough. 
But if the Government shows too 
much of a preference for inflation 
and opts for overfull employment at 
still steeply rising cost, and also 
overdoes the threats of State control, 
sterling will suffer. 

The Chancellor of the Exchequer 
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‘has not only to balance the Budget 


but. to balance the external factors 
against internal ‘needs. In brief, he 
needs to engender confidence into 
the situation externally and internally. 
The confidence factor is not one that 
past Labour Governments have been 


. quick to appreciate. 


COPPER 


The London Metal Exchange, where 
base metal prices — particularly copper 
— have fallen drastically, has come 
under attack from both copper pro- 
ducers and users.. They hold that wide 
price fluctuations on the Exchange 
are the result of over-speculation, and 
that to base copper prices on London 
Metal Exchange quotations is in- 
equitable, inefficient and archaic. 

' Users consider that copper producers 
should evolve some 
method of pricing, while producers 
take the view that their method is 
sound enough but that the London 
Metal Exchange has become far too 
speculative a market. For the London 
Metal Exchange this kind of crit- 
icism is not exactly new. It has 


less ` volatile . 
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happened before at times of falling 
quotations. 


BID 


Near trebling of a share price in a 
mere matter of two weeks is a 
starving stock market's manna from 
heaven. Manchester Liners’ shares 
at 58p at the end of last month are 
currently the subject of a minority bid 
at 1553p a share, after having initially 
been the subject of such a bid at 85p. 

The Furness Withy shipping group 
held 55-6 per cent of Manchester 
Liners when Eurocanadian Shiphold- 
ings first offered 85p for the minority 
shares. Both Eurocanadian and Furness . 
did battle at the 85p to 90p Jevel, but 
then the price took off and Euro- 
canadian came by a sizeable block of 
shares at 1554p — hence the new. 
minority bid. 

Eurocanadian at the middle of last 
week held 30 per cent of the Man- 
chester Liners shares. Although already 
controlled by Furness Withy, 
Manchester Liners has been con- 
sidered to be in a bid situation and has 
been released from dividend restraint. 


Rates and Prices 
Closing prices, Tuesday, October 15th, 1974 


Bank of England Minimum Lending Rate 


Oct. 19,1973 ..114% April 5,1974 ..124% 
Nov. 13, 1973 ..13 % April 11,1974 ..12 % 
Jan. 4,1974 ..123% May 24,1974 ..113% 
Feb. 1,1974 .,.123% 


Finance House Base Rate 
October 1st, 1974. 124% 


FT industrial Ordinary Index . 
October 15th, 1974, 205-7 


Treasury Bills 


Sept. 20, 1974 ..113% 


- Sterling deposit certificates 


Money Rates 


Day to day 10 —11% Bank Bills a 

7-days ` 104% 2months 124-113% 

Fine Trade Bills 3 months 124-1134% 
1 month .. 124% - 4 months 1234-124% 
2 months .. 123% 6 months 128~-124% 
3 months.. 13 % ; 


Three Months' Rates 


Local authority deposits .. 
Local authority bonds 


112 -12 % 
113 -113 % 
113 -115 % 
14h -148 % 
1043-1146% 


Euro-sterling deposits 
Euro-dollar deposits 


Foreign Exchanges 


Aug 9 .. £11-2215% Sept. 13.. £11-0868% New York .. 2:3315 Frankfurt.. 6:0150 
Aug 16.. £11-2415% Sept.20.. £10:9593% Montreal 2:2905. Milan 1557-50 
Aug. 23 .. £11-2457% Sept.27.. £10-9764% Amsterdam 6:2100 Oslo :12:8100 
Aug. 30.. £11:-2460% Oct.4 .. £10-9795% Brussels .. 89-9500 Paris 11:0500 
Sept. 6 .. £11:2348% Oct.11 .. £10-9495% Copenhagen 13-9975 Zürich ` 6:7825 
Gilt-edged . , 
Consols 4% : Ce e . 25% Treasury 9% 1994 ia ae ` 60 
Consoils 23% .. dé SR ste 16 Treasury 83% 84-86 .. °. a 712 
Conversion 34% (alive hie a. 22% Treasury 84% 87-90 .. be Dä 
Funding 34% 99-04 .. e .. 264 Treasury 64% 1976 Si ie e, 93% 
Funding 54% 78-80 .. ie D 783 Treasury 33% 77-80 .. SS sé A 25 
Funding 53% 82-84 : .» 664 Treasury 34% 79-81 .. T we) 74 
Funding 54% 87-91 .. > WEE Treasury 5% 86-89 ee ge Ge 458 
Funding 6% 1993 `- .. D .. 46 Treasury 54% 08-12 a “o oe 36} 
Funding 64% 85-87 .. SS .. 578 Treasury 24% 15 
Savings 3% 65-75 942 Victory 4% SW 98} 
Treasury 94% 1999 644 War Loan 34% .. 234 
Retail Price Index (Jan 1962=100) . 

Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0' 152-2 153-2 1543 155-2 155:3 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3, 161-8 162-6 163-7 164-2 165-5 166-4 168-7 1693 170-2 
1973 ` 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188- 2 
1974 191-8 195-1 186-8 -203-5 206-4 203.5 210-4 210-6 E 
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Centenary of The Accountant 


Sir, — This morning I was reading the Centenary Issue of The l 
Accountant of October 3rd and I wish to add my congratulations 


and good wishes on your centenary. 
For fifty years I have been = regular reader and I owe much 
- to the knowledge thus gained. My five years as a member of the 
panel for The Accountant Annual Awards taught mea great deal. 
Every good wish for your sezond century. 


Yours sincerely, 
Solihull. "AN. LEONARD BARROWS. 


[Mr Barrows was President of The Institute of Chartered 
Accountants in England and Wales in 1958-59.] 


` Sir, - I am writing on behalf cof the Geet as well as on my 
own account, to offer sincere congratulations to The Accountant 
on reaching its centenary. 

The professional world would have been much poorer if it 
had not been for the existence of a publication such as The 
Accountant; and ve all hope that your publication will continue 
for at least a further hundred years and that it may go from 
strength to strength. 

Yours sincerely, 


DESMOND F. AIREY, 
President, 


London EC4. "HE INSTITUTE OF TAXATION. 


Voluntary Aid Programme 


Sir, - Mr F. J. G. Whinney (Octeber 3rd issue) poses two ques- 
tions. First, do needy individua and deprived sections of the 
community need free or subsidized advice; and secondly, should 
the district societies set up voluntary centres to produce such aid? 

As organizer of a Citizens’ Advice Bureau, I can confirm 
that we see a daily demand for assistance in many financial 
areas where the advice of a chartered accountant would be 
invaluable. 

Although our voluntary staff havea broad knowledge of many 
problems, there are occasions wi en some specialized skill and 
professional training would enable an answer to be found to the 
problem. In my o>inion, the most practical and economical 
setting for such a service is withic the framework of an existing 
Citizens’ Advice Bureau district cffice. 

‘With this in mind, I decided to set up a financial advice 
session in the bureau for one hcur every week, or fortnight, 
as the occasion demanded, with a chartered accountant in 
attendance to which all relevant ceses could be referred. To this 
end, I wrote to the practising firms in the district inviting their 
participation in this voluntary service which, on a rota system, 
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would have entailed each firm providing a chartered accountant 
for one hour every ten weeks. Regrettably, only two firms were 
willing to co-operate, and for the time being the matter is in 
abeyance. 

However, I remain convinced that there is a very real need 
for suca specialist help. Over the past eighteen months, a 
parallel scheme giving legal advice has operated very smoothly 


‘and has had the whole-hearted support of all the local solicitors. 


Yours faithfully, 


(Mrs) JOAN McDOUGALL, LL.B., 


Organizer, 
RICHMOND CITIZENS’ ADVICE BUREAU. 


Richmond upon Thames, Surrey. 


VAT and Inflation 


Sir, — It is now generally agreed that the recent 2 per cent cut 
in VAT was instrumental in preventing the threshold being 
crossed bat month and thus a further 4op twist in. the wages/ 
prices spiral was avoided. 

As The Accountant’s Diary and Year Book 1974 explains, 
‘Changes in the purchasing power of the £ are approximated by 
taking th= inverse of the changes in consumer price levels’, and 
so the Ckancellor of the Exchequer was able to claim, at least, a 
holding down of the apparently inexorably rising rate ‘of 
inflation. 

Why is it, then, that the imposition of a new indirect tax or 
the increase in the rate of an existing one is never recognized 
as an ‘irflation generator’ when the converse is so palpably true? 

If the forecast by Mr R. Messere, head of the taxation section 
of the QEC secretariat is correct — namely, that we can expect 
in the UK an extension and increase in VAT — then mutatis 
mutandis we can expect an increase in inflation too. 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 


' Egalitarianism and Envy 


Sir, — Since an abler correspondent has not commented on your 
excellent report of Mr Bruce Sutherland’s speech on the pro- 
posed capital transfer tax [The Accountant, September rgth], I 
should like to express concern at one aspect of it. 

Whereas strong criticism of the form of the proposed new tax 
is quite understandable, it seems distasteful that the motives of 
advocates of the tax should be impugned as being based upon 
‘envy’. 

Eeer has convinced me that, with good advice and some 
luck, estate duty may be largely avoided. It seems to me that a 
properly-devised gifts tax could be much fairer than estate duty, 
while endimg the present punitive effect of estate duty when 
suffered in full on large estates. . 

Yours faithfully, 


Name and address supplied. G. 


[Mr Gutber and reminds us that the Chancellor of the Exchequer, 
in the course of a television interview on August 8th, accepted 
that his CTT proposals would not result in any transfer of wealth 
to the poor; expressing the further view that ‘the new taxes 
would, however, afford satisfaction to workers earning £30-£40 
a week to know that money was being taken from millionaires 
who enjoy her yachts and pay not a penny’. Few impartial 
observers, iz is suggested, would regard such sentiments as a 
wholly satistactory approach to fiscal policy. — Eprror.] 
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COMPUTER COMMENTARY 





Low-cost Computer for 
Medium-sized Firms 


Witt. is claimed to be a replacement or alternative to the IBM System 3 or 
ICL 2903 for under £20,000 is being offered by Aardvark Business Computers. 
The system is manufactured by Lockheed Electronics — a subsidiary of the Lockheed 
Aircraft Corporation — who have given the exclusive UK marketing rights to Aardvark 
Business Computers. This company, founded in 1970, is new to the business computer 
market. Previously they have concentrated on providing a range of specialized systems, 
services and equipment. Notable among these is their Comet foreign exchange system 
being installed throughout the country by Thomas Cook Ltd. This is a minicomputer- 


based system which uses terminals. 

The new business system, known as 
Lockheed System III, is compatible with 
all RPG source level programs, and a user 
can take advantage of the wide range of 
existing System 3 packages, while over 
150 Lockheed systems have been installed 
in the USA. 

Aardvark feel, therefore, that they are 
entering the market with tried and tested 
hardware and software. This is, of course, 
important for potential users, as even at a 
basic £20,000 a computer system repre- 
sents a considerable investment. 


Usual features 

The basic configuration incorporates the 
features which one has come to expect 
in this class of computer. The core 
memory is of 24K bytes capacity, 
backed up by 5 million byte disc drive 
using a removable pack of the IBM 5440 
type and one fixed disc. The console 
contains a full alpha-numeric keyboard, 
a okee numeral pad, and eight RPG 





The Lockheed System Ill. 





function keys. Data entered are shown on 
a screen. The standard serial printer 
operates at 100 c.p.s. and is claimed to 
provide a six-copy ability on standard 
computer paper. 

As with most modern systems its 
design is modular, allowing options to be 
installed in the field. The core memory 
can be expanded up to 62K bytes 
and magnetic tape and punched card 
equipment can be added to the system, 
as can a high performance line-printer 
with printing speeds up to 600 Lp.m. 
The basic controller will also handle up to 
four disc drives, while three additional 
controllers can be added to provide a 
total of 80 million bytes of disc storage. 

Assuming the initial installation is at, 
or fairly near, the basic system level, this 
modularity should provide for the most 
optimistic expansion likely to take place 
in a user’s business within the life of 
present-day equipment. Even where a 


LA, G 


system handles one application at the 
beginning, there should be room for 
expansion to build up a comprehensive 
data-based system within the context of 
the medium-sized business for which this 


class of computer is intended. In short, _ 


it bridges the gap between ‘office com- 
puters’ and full mainframe machines. 
All computer terminology tends to be 
imprecise, but ‘office computers’, ‘busi- 
ness computers’ and mainframe com- 


puters are now thought of in order of | 


ascendancy with a considerable overlap 
between the basic configuration of a 
‘business computer’ and the maximum 
system expansion of an ‘office computer’. 

Aardvark Business Computers Ltd, 


Linburn House, 340-352 Kilburn High — 


Road, London NW6 7HT. 


New Models from Unidata 


Wunnt the Lockheed System III repre- 
sents an American approach to providing 
business computing facilities, the Uni- 
data 7.000 Series represents a Continental 






approach to providing mainframe com- 


puting facilities. Unidata is the name ` 


under which products and services 
resulting from a co-operation between 


CII of France, Philips of Holland and < 
Siemens of West Germany are marketed. — 


Since little attempt was made by any 


of the three parent companies to market — 


their computers in this country, the 


Unidata range is perhaps of most interest _ 


to organizations which have strong ties 
with the Continent. Philips, for instance, 
never marketed their Prooo mainframe 


computers in the UK, while until the — 


advent of the 4004 Series Siemens 
machines were similar to the General 


Electric models — with which company ` 


Siemens had a licensing agreement until 


General Electric pulled out of the com- ` 
puter market. CII, on the other hand, 
was a part of the Plan Calcul founded to | 
give France an independent computer — 


capability. 


The three new models, together with d j 


the 7.720, give a range of computers 
with memory sizes from 48K bytes to 


2,048 K bytes, comprising 38 main — 
memory configurations, with input/output ` 


interfaces having a throughput capacity 


from 1.4 megabytes to 6 megabytes per — 
second. This represents very considerable ` 
computing power and even the small ~ 


systems are capable of being used in 
multi-programming applications. 
However, one advantage claimed for 
the linkup between the three Continental 
companies is their very large software 


applications library which is now being 


extended. 

Philips Electronic and Associated In- 
dustries Ltd, 11-12 Hanover Square, 
London W1A 4QP. 


Versatile Printer 


INTRODUCED by Data Dynamics, the 6000 
Series Magnetic Printer is revolutionary 
in concept. It utilizes the collection, trans- 
fer and fusing of magnetically polarized 
toner particles from a magnetic belt on to 
ordinary teleprinter paper. 

The principle is not unlike that used in 
some plain paper copiers, although it 
differs technically in that when the belt 
has been excited by the magnetic write- 
head, it is exposed to dry toner which 
adheres to the magnetically charged 
area of the tape. Pressure applied when 
each line is completed transfers the toner 
from the belt to the paper. The tape is 
then cleaned ready for the next line while 
the paper passes over a heated zone 
which fuses the toner to the paper. 

If all that sounds very complicated, it 
none the less results in a printer which is 
fast and quiet in operation. Further, it is 
small enough to be used on a desk top in 
conjunction with a visual display terminal. 

Two models are available: 6012 prints 
at 120 c.p.s. (go lines per minute) and 
6024 at double this speed. Characters are 
formed in a 10 by 12 matrix character 
generator and are legible in upper and 
lower case. By changing one component 
the 6000 can operate in other type styles 
including Russian, Hebrew and Japanese. 


There is also a graphics option which 
enables schematics, graphs and diagrams 
to be inserted anywhere in the text. 


The 6000 is, therefore, an extremely 
versatile printer and its introduction is 
proof of the growing demand for printout 
rather than display access via on-line 
terminals. 
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The 6000 Series magnetic printer. 


Amalgamations in the 
Computer Bureau Industry 


Hoskyns Systems Lrp have taken over 
Greenwich Computer Services, formerly 
part of the Lovells Shipping and Trans- 
port Group. A case of a bureau service 
founded to offset in-house computing 
being taken over by a professional 
systems company who are new running 
the in-house computing systems for 
Lovells under a Facilities Management 
contract at ‘a substantial cost saving’. 
GORDON AND GoOTCH COMPUTER 
CENTRE Ltp have acquired the entire 


share capital of Commercial Computer 
Bureau Ltd. This will enable G&GCC 





A New Computer Centre for the Australian Mutual Provident Society in Croydon is 
opened by Lady Fairfax, wife of the Society's chairman, Sir Vincent Fairfax, C.M.G. The centre 
uses Digital Equipment Co's Datasystem 540 which will upgrade its policy-holder and adminis- 
trative services. The system will eventually link with the massive on-line network with the 
Society's headquarters in Sydney, Australia. 


to expand in fields outside City publishing 
and communications, while CCB will 
acquire sound financial backing and the 
additional processing facilities the com- 
pany needs to extend its service to 
commerce and industry. 

DATASERV, a West London punched 
card data preparation company, has been 
acquired by the Data Express Group. 
The acquisition will expand the Group’s 
data preparation business. Until the 
acquisition, the Group’s punched card 
data preparation business was handled 
by Data Express (DP) Ltd and was based 
mainly on punched card operators work- 
ing from home. 

MP Data Preparation is the Group’s 
paper tape bureau, while Data Express 
handles data transportation. 

It is claimed that the acquisition will 
create one of the largest independent 
data preparation groups in the UK. 


Orders and Installations 


WALDORF STATIONERY & GREETINGS 
Carps Lro have ordered a Honeywell 
Series 60 Level 62 computer worth 
£120,000 to replace a Model 58 and to 
enable production scheduling and raw 
materials stock control to be added to the 
system. 

Juvena HoLpING A.G., the Swiss 
beauty products company, has standard- 
ized on NCR399 mini-computers to 
make each subsidiary company through- 
out Europe self-accounting. The scheme, 
launched in the UK, uses a suite of 34 
programs which are said to produce more 
valuable information in different sections, 
compared to the statistics produced by 
the company’s mainframe computers in 
Baden-Baden, Ziirich and Paris. Cost of 
the hardware was £12,105. 
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STUDENT ROUNDABOUT 


Disclosure and Democracy 
in Accountancy Firms 


Accountancy firms should have a statutory responsibility to disclose 
information of their activities, according to the following discussion 
paper presented by Paul Hendrick, ACASS President, at the recent 


ACASS Council. 


There is also a need, he claims, for a more democratic structure 


within accountancy practices. 


HE growth of litigation in North 

America involving international 
accountancy firms has once again raised 
the question of limiting in some 
manner the liability of auditors. But 
the granting of such limited liability is not 
quite so straightforward as some of its 
advocates might hope. 

As Gower says: “The condition on which 
the privilege of limited liability is granted 
by the State has once again become full 
financial disclosure.’ Indeed, the funda- 
mental principle underlying all the 
Companies Acts has been that of dis- 
closure, together with that of regulating 
the structure of the company. 

These two basic constraints would be 
the inevitable result of any granting of 
limited liability and, as will be argued, 
should to a certain extent be introduced 
whether such limited liability is sought or 
not. 


Disclosure requirements 


Historically, disclosure was designed to 
serve two basic groups: the members and 
the creditors. Under the present partner- 
ship system disclosure extends to the 
former but not to the latter. Whether or 
not limited liability is extended, there are 
strong arguments for extending dis- 
closure in accountancy practices to the 
creditor. The creditors should, for 
example, know whether the practice is 
insured for professional negligence. 

More recently two new groups have 
been added to those who should be served 
by disclosure requirements: the employ- 
ees and the public at large. The 1967 
Companies Act, for example, demands 
details of the size of the workforce and 
the aggregate amount of annual wages 
(section 18), a matter obviously relevant 
in trade union negotiations; it demands 
details of exports (section 20), a matter of 
general public interest. 


$ 
ion i 


The 1973 White Paper on Company 
Law Reform recommends disclosure 
(paragraph 12) of matters relating to ‘the 
safety and health of the company’s 
employees’, ‘the number of consumer 
complaints’ and ‘the conduct of industrial 
relations. The recent Green Paper 
includes in its list for disclosure ‘overseas 
employment practices’ and ‘environ- 
mental pollution policy’. 

The concept of disclosure for the 
interests of employees and general public 
is, then, well-established and is not 
dependent for its rationale on the relevant 
organization having limited liability. 


Privileged position ? 

There is a strong argument, therefore, for 
disclosure to be enforced on accountancy 
practices whether they gain limited 
liability or not. The fact that they enjoy a 
privileged position as custodians in the 
enforcement of disclosure requirements 
on others merely emphasizes this point; 
quis custodiet ipsos custodes? 

Items for disclosure should include 
those already enforced on limited com- 
panies. It is clear from recent government 
proposals on company law reform that 
this list is likely to be extended and areas 
for disclosure which would seem appro- 
priate for accountancy practices would 
include the following: 


— employment data such as the annual 
rate of employee turnover. 

— expenditure on training (possibly as a 
percentage of payroll). 

— management salaries. 

— average salaries of employees. 

— details of management structure. 

— details of associated firms and trans- 
actions between such firms. 

— details of costing, profit and pricing 
policy. 

~ details of the source of funds. 






— details of insurance cover for pro- 
fessional negligence. ` 
This list is by no means exhaustive but 
gives an indication of the areas which ` ` 
might be covered. ee 
Constraints on the structure of account- 7 
ancy practices would be the inevitable ` — 
result of any grant of limited liability, and ` 
whether or not limited liability is sought _ 
it seems unlikely that accountancy prac- — 
tices will be able to ignore the issue of 
industrial democracy. oa 
The proposal that employees should ` — 
have some say in the management of their ` — 
company is becoming more widely accep- 
ted. It is clearly invidious, for example, 
that in a shareholders voluntary winding- ` — 
up there should be no provision for views 
of employees, whose livelihood is at 
stake, to be taken into account. e 
The question of the form such repre- 
sentation should take has produced a 
number of suggestions. The Gower < 
Committee of the Industrial Society has — 
suggested employees should become > 
members. The concept of company works ~ 
councils has received support from the — 
CBI amongst others, and the EEC draft 
statute for a European company includes ` — 
an obligation to establish such councils. 


Two-tier structure 
It has also been suggested that com- — 
panies should have a two-tier management ` — 
structure which would involve the crea- 
tion of a new supervisory board and that — 
employees should be represented on this _ 
board. Such a system is already in opera- ` — 
tion in Germany and is allowed for in — 
the draft EEC fifth directive. E 

As far as an accountancy partnership is 
concerned, the concept of ‘workers’ as 7 
members is not practical. In any case, the 
experiments which have taken place in 
limited companies (e.g., the John Lewis — 
Group) have not proved very successful, 

The ‘works council’ concept — a council 
elected by the employees in an account- 2 
ancy practice — would be more practicable, 
but the problem here is that any such — 
council would merely fulfil a consultative 
role. More effective would be the "super: 
visory board’ system with employees 
electing a proportion of the members ofa 
board which would supervise the manage- 
ment of the firm. E: 


Students on the ‘board’ 
The concept of disclosure and democracy 
in accountancy practices is novel but — 
important, and it is fitting thatitshouldbe ` — 
raised by ACASS as the body represents S a 
ing future members of the profession. $ 
It should not be overlooked that it 
is an issue which is particularly relevant 
to many of the matters on which ACASS K 
has been campaigning for some time; 
students would, for example, be able to: 4 


Dress more effectively 


for improved 
of 
employment if the firms had to disclose 
` information relevant to these issues and 
_ if students were represented on a super- 
visory board. 


training, salaries and conditions 


At the September ACASS Council, 
delegates strongly favoured that: 


(1) accountancy firms should have a 
statutory responsibility to disclose 
information concerning their ac- 
tivities, including information on 
financial matters, management and 
control, employment remuneration 
and training matters; and 


(2) the structure of accountancy prac- 
tices should be democratized to 
provide for the involvement of 
employees in the structure of 
management, such involvement pre- 
ferably to take the form of employee 
representation on supervisory 
boards. 


_CIPFA’s NEW TRAINING PANEL 


An Education and Training Panel has 


been set up by The Chartered Institute 
of Public Finance and Accountancy 
(CIPFA) to administer its new educa- 


` tion and training scheme for accountants 
in all branches of public service. The 
_ scheme came into force on September 1st 


(‘Roundabout’, April 11th), and a com- 
plementary one, for an accounting tech- 
nician class — second tier — for which 
regulations will soon be announced, will 


_ also be the responsibility of the Panel. 


Mr F. S. Grindrod, 0.B.£., I1.P.F.A., 
F.C.A., D.P.A., the Institute’s President, 
speaking at a press conference last Friday, 


described the setting up of the new 


Panel ‘as a further major step forward in 


` our education and training programme’. 


The task of the Panel, said Mr 


_ Grindrod, will be the establishment of 
_ examination boards supervising edu- 
` cational courses, as well as obtaining co- 


ya 


operation from polytechnics to mount 


_ courses relevant to the Institute’s edu- 
` cational standards. Assistance would also 


EM 


be sought, he said, from those members 
already ‘established’ in public service to 
assist in the Panel’s work. 

Student societies will play a vital 
part in co-ordinating training arrange- 
ments. They will have wide powers to 


organize courses in their areas, together 


with responsibility for approving and 
monitoring training programmes. 

In addition to Institute Council mem- 
bers, those on the Panel will include 
students, members in all branches of 
public service representing each of the 
Institute’s geographical regions, and aca- 


` demics. 





Salaries — Unjustified Delay? 


USPICION and distrust by students 

is growing over the lack of action by 
principals and district societies on the 
subject of a £1,100 minimum salary for 
students. 

ACASS, in a statement on the matter, 
points out that although 1,100 is 
pitifully low by 1974 standards, the 
majority of students, and not just those 
in the rural areas, are more concerned 
with the delays caused by their district 
societies and principals in obtaining at 
least the ACASS recommended minimum 
salary for their members. 


Working together 


This concern, says the statement, was 
made clear at the March ACASS Council 
when attention focused more on the 
methods available to achieve a minimum 
salary level, than on the computation of 
the national salary figure or on the 
method of relating this to the results of 
inflation. ‘Even the statistics released by 
the Institute show that accountancy 
students’ salaries are, on average, woe- 
fully inadequate.’ 

The statement points out that one of 
the most constructive factors to emerge 
from the Council discussion was that, 
together, student societies can really 


achieve something, and that it is up to 
them and their members to do the spade 
work. Delegates were also made aware of 
the extent to which they can use ACASS 
for presenting information and guiding 
action rather than as the one and only 
campaigner. “The time has now come to 
avoid duplication of time, research, and 
effort.’ 

An indication of the extent to which 
the mood of students has changed was the 
instruction to the ACASS Executive by 
the September 1974 ACASS Council to 
prepare two lists, one of firms paying 
students the recommended minimum 
salary, and the other of firms paying 
students below the ‘national poverty 
level’. The inclusion of these instuctionsr 
in the March ACASS policy document, 
adds the statement, is not surprising. 


No militancy — yet 

‘ACASS can, and indeed must’, con- 
cludes the statement, ‘show principals 
that it and students’ societies are not just 
vocal groups of young people. ACASS 
strategy is to assist and co-ordinate local 
students’ societies’ campaigns. There is 
great determination at the root of these 
resolutions, but at this stage militancy is 
not part of the proceedings.’ 





EDP in Birmingham 


“THE main problems with data processing 
systems, are, as always, caused by people 
and not by machines’, declared Mr T. 
Lucey, in his introductory comments to 
members of Birmingham CASS at a 
recent one-day course on the audit of 
EDP systems. 

Mr Lucey, who is Head of the De- 
partment of Business Studies at Wolver- 
hampton Polytechnic, went on to say that 
there was a tendency to forget that the 
computer is but one part of an information 
system which examines many clerical 
functions both before and after computer 
operations, These areas were, he said, 
political sources of error and as such 
must be given as much attention as the 
computer system and computer pro- 
grams. 

The morning session was taken up by 
explaining basic computer terminology 
and the various hardware aspects of 
computers, information systems, and the 
processing of data. 

In the afternoon, the auditing pro- 
cedures adopted for EDP systems were 
outlined, including the essential control 


procedures built into systems. It was 
stressed that one of the main changes in 
emphasis of the auditor in relation to 
EDP systems was to spend more time 
checking the existence, operation and 
effectiveness of system controls rather 
than detailed individual entry and item 
vouching. 

The secretary of BCASS, Alec Jones, 
was particularly pleased with the atten- 
dance at the course. In contrast to the 
‘normal’ attendance at the Society’s 
courses, this one had to be restricted to 
the first oo applications! 

The reasons for the interest shown in 
the course are, said Alec Jones, difficult 
to interpret, particularly since nearly all 
those present were from small firms and 
many of these were from the Society’s 
branches. A number of possible explana- 
tions spring to mind. Perhaps the 
emphasis on oral education and the 
recent criticisms in ‘Roundabout’ of 
small firms over low attendance at 
residential courses are contributory 
factors. However, the main reason must 
be the subject-matter. Obviously students 















Paul Mower, having swept up most of 


the First Place prizes in the Institute's 
May Final Part Il exams (‘Roundabout’, 
August 8th), collects one upright vacuum 
cleaner from Mr Emile Woolf, F.C.A., /eft, 
at a recent prizegiving ceremony at the 
London School of Accountancy for those 
prizewinners who attended LSA courses. 

He later denied that his choice had 
been dictated by the sweeping-up provisions 
of successive Finance Acts! 





in small firms, who get no practical 
experience of EDP auditing, cannot now 
consider themselves well equipped to 
audit a DP system. 

Hopefully, those attending will 
seriously consider attending the Society’s 
residential three-day computer course 
at Nottingham University, commencing 
on December 14th. There they will be 
assured of a study into computer 
applications in depth. 


CASSL FIRMS’ REPS 
NEW PROCEDURE 


Ar the recent meeting of the Firms’ 
Representatives Committee of London 
CASS it was decided that in future, with 
the exception of three to four formal 
meetings per annum, the committee 
should meet on a much more informal 
basis, in order to avoid the ‘stultifying 
effect’ of having to address every remark 
through the chair. 

It was agreed that in future members 
should split up into discussion groups 
on any proposed project, and this 
formula will be adopted whenever 
relevant.. 
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LETTER TO ROUNDABOUT 
London’s Oxford Course 


Sir, — Permit me to take up some of your 
space to reply to the recent comments and 
criticisms published in your report and 
the supplementary letters on the CASSL 
Oxford residential course. While on the 
whole I agree with many of the views 
expressed by ‘Roundabout’, I would like 
to point out certain facts. 

Liaison between the courses committee 
and the lecturers (who, I might add, were 
members of the same organization and not 
individual lecturers brought together by 
CASSL, as implied in ‘Roundabout’) had 
not been on a par with our previous courses. 
However, this situation was completely 
beyond the control of the courses com- 
mittee who endeavoured to provide a first- 
class comprehensive programme. 

The publicity and course title were 
suggested by the lecturers themselves and 
as communication was a little difficult, 
basic assumptions which had proved quite 
satisfactory in the past turned against the 
committee on this occasion. 

In future, the committee feel that under 
no circumstances may such assumptions 


Observer's Column 


WHY EXAMINATIONS FAIL 


Muc has been said about the de- 
ficiencies of the examination system of 
The Institute of Chartered Accountants 
in England and Wales, and ACASS have 
now set up their own monitoring com- 
mittee on examinations (‘Roundabout’, 

September 12th). It may, therefore, be 
useful to set out the four chief com- 
plaints from which most others derived 


(1) The examination system tests not 
only knowledge but physical and 
mental condition at a point in time 
when students are subject to un- 
usual psychological ` pressures. 
Those who are more sensitive 
to these pressures are thus un- 
fairly disadvantaged. 





(2) It is possible to pass examinations 
by working on technique rather 
than knowledge. 


(3) Time pressures create an unrealis- 
tic situation; some people can deal 
with a problem perfectly com- 
petently but need to think it out 
steadily, and this may take a little 
longer. 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 





be made. A crystal clear understanding on 
all matters relating to the course content ` 
and programme will be achieved. This ` 
will be followed by a critical appraisal of 


the course programme which may lead to E: 4 


content vetting. 

Some will take this opportunity to 
‘knock’ CASSL for this below-par ` 
residential; no matter, we have learned ` 
much from this mistake. The committee | 
are more than confident that a similar ` 
incident will never recur. 

Finally, I would like to apologize to all. 
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those who attended, and to compliment 


those whose endurance saw them through ~ 
to Sunday lunch-time. I also thank them 
for the understanding shown to me and | 
the CASSL secretariat over the problems ` 
on the course. 


Bel 
ZK 


a 


E 


CR ` 
BR: 


Yours faithfully, ae 
R. 


V. WOOD, 229 


CASSL Courses CHAIRMAN. 


PS. — A note to the ‘knockers’. 
Society’s Stock Exchange course last ` 


The ` 2 


Tuesday week was a great success. It is ie KE: 


hoped a report, space permitting, will 
appear in ‘Roundabout’ next week. 

[This correspondence is now closed. 
EDITOR. ] 


(4) The absence of reference material 
during examinations is equally 
unrealistic. One of the most im- E 
portant skills of a professional 
adviser is the ability to know where 






to look for the information re- 4 
quired. After all, if every section ` — 


of the statutes, taxation rates ` 


and allowances, mnemonics for dis- __ 


closure, checklists, etc., fill his — 
brain there is little room left for ` 


any original ideas. A 


ag 


Pa 


“ 


Even our computer experts know a 


that the central memory should ` 
never be wastefully used as a 


permanent store of data which is E 


only occasionally required, and 


A 


A 


which is ‘on tap’ in the library. ` —— 


Ba 


"Ae 


Of course, these defects could be put 7 


right, but to do so would require some Yo 
original thinking from the examiners. 
It is always simpler, for instance, to 
examine answers to questions requiring 
a factual rather than an interpretive 
response — but is this a valid reason ` 
for perpetuating inferior examination 
methodology? After all, the examiners 
are, in this context, the providers of a 
service; let it be a superior one. 
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Notes 


and 
! Notices 
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PROFESSIONAL NOTICES 


| Davip CouHEN & Co, Chartered Account- 
| ants, announce that their offices are now 
_ situated at N.E.M. House, 24 Worple 
_ Road, Wimbledon, London SWig 4DO, 
_ and their new telephone numbers are 
| 01-947 2345 and o1-947 7600. 
_ Coopers & Lysranp of East Africa 
announce the retirement of Mr F. A. 
Warsaw who has been senior partner 
in Kenya for some years. The firm also 
` announces that Mr Grorce WILLIAM 
` Ecappu has been admitted into partner- 
i ship in Uganda, and that Mr RoNaLD 
_ Jack GALTON has been admitted into 
` partnership in Kenya. 
| Davey Grover & Co, Chartered 
_ Accountants, of St Neots, Huntingdon, 
| announce that as from September 3oth, 
| 1974, they have acquired the practice 
| previously carried on at 72 Ermine 
| Street, Huntingdon, by Mr ALAN FRYETT, 
` Certified Accountant, practising as ALAN 
EF Fryerr & Co, who is retiring in order 
_ to devote more time to his commercial 
_ interests. The practice will be continued 
| at the same address. 


$ DELOITTE & Co and DELOITTE, HASKINS 
A SELLS announce the admission to their 
` Dublin partnerships, as from October 
` Ist, 1974, of Messrs JoHN DONNELLY and 
` Fercus DOLAN. 


£ Mr O. N. N. Hart, F.c.a., of 5-6 
| Maiden Lane, Stamford, announces that, 
_as from October ist, his practice has 
| merged with that of Howarp SMITH, 
_ STARMER, SpriGcs AND Co, of Kettering, 
` Northampton and Corby. Mr Harr will 
` continue to be the resident Stamford 
"partner, and the new firm will practise 
at the existing premises under the style 
'Nicoras Hart & Co and Smiru 
STARMER SPRIGGs. 


Geo LITTLE, SEBIRE & Co, Chartered 
Accountants, announce that Mr Jonn 
SUTHERLAND ROBSON, B.A., A.C.A., has 
been admitted into the partnership. 
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MacIntyre Hupson & Co, announce 
that from October "et, 1974, Mr S. E. 
ENG is being admitted as a partner to the 
London practice. Mr L. J. Jarrett, Mr 
R. J. LAKIN and Mr S. CLARK, partners 
in MacIntyre Hawkins & Co and 
MacIntyre Wu sos & Co in Canterbury, 
Gillingham and Margate, will become 
partners in MacIntyre Hupson & Co, 
and Mr D. N. G. Apam will be admitted 
as a local partner to the ‘Kent’ offices, 
which will practise under the title of 
MacIntyre Hupson & Co. They an- 
nounce also that the following offices will 
practise under the titles of MacINTyrE 
Hupson & Co: J. B. NicHoitson & Co, 
31 Castle Street, High Wycombe; 
SpracuE NicHoLtson Morcan & Co, 
Lion House, Red Lion Street, Richmond, 
Surrey; and SPRAGUE NICHOLSON 
Morean & Co, Craig’s Court House, 25 
Whitehall, London SW". 


MIDGLEY, SNELLING & Co announce 
the admission to partnership of Mr 
ANDREW P. Grout in their London and 
Weybridge offices. 


Peat, Marwick, MITCHELL & Co, 
announce that Mr KEITH OLrorp has 
been admitted as a partner in the St 
Austell office of the South West practice 
as from October 1st. 


SPICER AND PEGLER anneunce that 
they have formed a partnership in the 
Republic of Ireland. The partnership will 
practise from the offices of COOPER 
MAGENNIs in Dublin, Cork, Shannon and 
Tralee, and the partners will be Messrs 
R. C. G. BALMER, F. W. Bowen and 
W. J. GORMAN of Cooper MAGENNIS and 
Messrs C. P. Davin, R. N. D. LANGDON 
and E. E. Ray of SPICER AND PEGLER 
United Kingdom firm. 


TurQUANDS BARTON Mavmew & Co 
announce that Mr D. W. ROBERTSON 
retired from the firm on September 
30th last. He was articled to TuRQUAND, 
Youncs & Co in 1927, becoming a 
partner in 1946 and senior partner in 
1963. On the merger of TuRQUAND, 
Youncs & Co and Barton, MAYHEW & 
Co, in 1972, Mr Robertson became 

, joint senior partner with Mr J. F. T. 
NANGLE, who will continue as senior 
partner. 

ToucHe Ross & Co, Management 
Consultants, announce that Messrs 
MICHAEL BRAITHWAITE, B.SC., and BRIAN 
POMEROY, B.A., A.C.A., have been ap- 
pointed directors. 


APPOINTMENTS 


Mr Thomas L. Adam, F.c.a., finance 
director of Sketchley, has joined the 
board of Servibel, S.A., of Belgium. 


Mr Geoffrey F. Bray, A.c.c.a., has been 


appointed assistant county treasurer with 


Gwent County Council. 

Mr Anthony Brook, F.c.a., is to become 
director of external finance of the 
Independent Broadcasting Authority in 
November. At present he is financial 
controller of ATV Network Ltd. 

Mr David C. Evans, F.c.A., has been 
appointed group financial controller of 
Courage Ltd, the brewing division of the 
Imperial Group. Mr Evans has joined 
Courage from Bass Chatrington Ltd, 
where he was group financial accountant. 

Mr John A. Farmer, F.c.A., has been 
appointed financial director of Henry 
Sykes Ltd — manufacturers and hirers 
of pumps, de-watering equipment, 
winches and pneumatic plant. 

Messrs Ian B. Hunter, F.c.c.a., and 
James H. Leary, a.c.c.a., have been 
appointed assistant directors of finance in | 
Scotland’s new Lothian Regional Council. 

Mr J. Kloer, A.C.A., has been appointed 
secretary of Sharpe & Fisher Ltd, and 
of Sharpe & Fisher (Builders Merchants) 
Ltd. 

Mr Allan McKay, A.C.C.A., A.C.1.S., has 
been appointed director of finance of the 
Scottish Gas Region of the British Gas 
Corporation. 

Mr Thomas R. Otley, F.c.A., has been 
appointed managing director of In- 
formation Retrieval Ltd, with effect from 
October 1st. He was previously financial 
director of the company. 

Mr Simon Richman, F.c.a., has been 
appointed a director of Alpha Leather Co 
Ltd and its subsidiaries. 

Mr D. W. Robertson, F.c.a., has 
become chairman of Odex Racasan Ltd 
as from October Ist. 

Mr Peter Fenwick Smith, M.A., F.C.A., 
will become deputy chief executive of 
Bridon Ltd on January Ist, 1975. 
Bridon is the new name of the British 
Ropes Group. 

Mr John EK Walker, A.c.c.a., has 
become chief accountant of Spring 
Grove Services Ltd, a subsidiary of 
Spring Grove Industrial Services Ltd, a 
member of The Charterhouse Group. 


TAX DEPOSIT ACCOUNTS 


HM Treasury has announced that no 
further deposits in respect of tax deposit 
accounts will be accepted under the terms 
of the prospectus dated March 2ọth, 
1973, and the scheme is being terminated 
for the time being. It will, however, be 
reactivated in the future should cir- 
cumstances change. 

Existing deposits will need to be applied 
in satisfaction of tax or withdrawn for 
cash within the period ending January 


Ist, 1977- 
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CIPFA CONFERENCE 
ON FINANCIAL PLANNING 


The Northern and Yorkshire & 
Humberside Branches of The Chartered 
Institute of Public Finance and Ac- 
countancy recently held a one-day con- 
ference at the University of York on the 
theme of ‘Financial planning’, with 
particular emphasis on practical applica- 
tions. 

The meeting was chaired by Mr D. I. 
Shackleton, B.sC.(ECON.), I.P.F.A., Director 
of Finance, Gateshead Metropolitan 
District Council, and chairman of the 
Northern Branch. 

Mr B. Stevenson, B.A., 1.P.F.A. County 
Treasurer, Cleveland County Council, 
introduced the theme and emphasized 
the need for financial planning both by 
central and local government. 

The operations of local authorities, he 
said, were now so significant in the 
national economy that they could not 
afford not to introduce financial planning. 

County Councillor R. D. Orton, 
vice-chairman of the Finance Committee, 
Nottinghamshire County Council, to- 
gether with Mr G. E. Daniel, 1.P.F.a., the 
County Treasurer, described the financial 
planning system and processes evolved in 
Nottinghamshire. 





After lunch, attended by the Lord 
Mayor of York, Councillor W. T. 
Burke, J.P., and the President of the 
Institute, Mr F. S. Grindrod, opp, 
I.P.F.A., F.C.A., D.P.A.. Mr A. Morton, 
City Treasurer of Coventry, explained 
the financial planning system adopted by 
the Metropolitan District Council. 

The conference was attended by repre- 
sentatives of local authorities, the 
Regional Health Authority, Water 
Authority, Gas Industry and the Pas- 
senger Transport Executive. 


BIM COUNCIL MEMBERS 


Besides the recent installation of Sir 
Frederick Catherwood, M.A., F.C.A., as 
Chairman of the Council of the British 
Institute of Management, several char- 
tered accountants have been included 
among the 16 newly-elected members of 
the BIM Council: Mr W. P. Ainsworth, 
F.C.A., M.B.I.M., financial and administra- 
tive director of Round Oak Steelworks 
Ltd; Mr D. W. Hardy, F.c.A., F.B.I.M., 
finance director of Tate and Lyle; Mr 
G. T. Holdsworth, F.C.A., F.B.I.M., deputy 
chairman of Guest Keen and Nettlefolds; 
and Mr L. V. D. Tindale, C.A., F.B.I.M. 
One of the three newly co-opted 
council members is Mr P. J. Prior, 





Anti-Avoidance Seminar in London 


London Chartered Accountants last week 
presented a very successful one-day 
course on ‘Anti-avoidance legislation’. 
Under the chairmanship of Mr Roger 
White, F.c.a., of Peat, Marwick, Mitchell 
& Co, four speakers explained the scope 
of the provisions and the manner in which 
they are applied in practice. 

Mr John Sargent, F.c.a., of Binder 
Hamlyn Singleton Fabian, opened by 
outlining those provisions affecting the 
individual in the UK. Section 460 of the 
Taxes Act 1970 inevitably overshadowed 
ais presentation and provoked discussion 
"rom the audience, particularly on the 
role the accountant should adopt in 
idvising his client on whether or not to 
seek clearance. 

The second speaker, Mr Peter Green 
of N. M. Rothschild & Sons Ltd, left his 
iudience in no doubt of the pitfalls 
which beset an individual who either 
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proceeds abroad or has assets outside the 
UK. He also outlined the position of 
settlements and Inland Revenue practice 
under section 478 of the Taxes Act 1970. 

Mr Anthony Bartlett, M.A., F.C.A., of 
Trafalgar House Investments Ltd, dealt 
with the position of companies in the UK. 
Considerable interest was aroused by the 
far-reaching implications of section 79 
of the Finance Act 1973, particularly 
when any sale of shares is likely to be 
preceded by ‘arrangements’. 

In the closing session, Mr John 
Reynolds, a barrister with Williams & 
Glyn’s Bank and formerly of the Inland 
Revenue Solicitors’ Office, was intro- 
duced as a ‘gamekeeper turned poacher’. 
His lecture was based primarily on 
sections 482 and 485 of the Taxes Act 
1970, in particular the potential changes 
arising from new measures for oil taxa- 
tion. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years of postal 
tuition experience and over 256,000 passes, it assures your success in all the principal Accountancy 
exams, and also in Banking, Book-keeping, Civil Service, Computer Pro 
Law, Local Government, Marketing, Chartered Secretaries, Transport, U 

FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 
obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE 


Dept AH3, Tuition House, London SW19 4DS. Tel. 01-947 2211. 
Or for a Prospectus only ring 01-946 1102 (24-hour Recording Service). 


B.SC.(ECON.), F.C.A., F.B.I.M., deputy chair- 


man and group managing director of 
H. P. Bulmer Ltd. 


CUSTOMS AND EXCISE 
CHANGE OF ADDRESS 


The insolvency work hitherto carried out 
by HM Customs & Excise, VAT Head- 


quarters at Alexander House, 21 Victoria ` 


Avenue, Southend-on-Sea, will be trans- 
ferred as from November 4th to HM 
Customs & Excise, VM Division J., 
Custom House, Liverpool L3 1DX. 


It’s a winner! Janet Grant, managing 
director of London & Provincial Accountancy 
Appointments, draws the first correct entry 
to her Champagne Crossword Competition, 
with John Chapman, Classified Advertisement 
Manager of The Accountant, there to see fair 
play. 

For The Accountant's Centenary issue of 
October 3rd, Janet wanted something :more 


than a greeting advertisement, and had the — 


idea of a prize crossword with a bottle 


.of champagne for the first three correct 
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entries. The message of the puzzle was — A 


in the clues across, which read ‘Best wishes 
for Century — London 


Accountancy Appointments’. (Solution and 
names of winners appear on page 31 of 
this weeks Classified Supplement). 


ming, Costing, G.C.E., 
A. Works Management, etc. 








and Provincial ` — 











INTERNATIONAL FISCAL 
ASSOCIATION 
_ The next two meetings of the British 
` Branch of the International Fiscal As- 
= sociation will be on October 25th and 
_ goth. The first will be a wine tasting 
= session, and at the second the draft 
reports for the 1975 Congress will be 
considered. 

The Congress will be held in London 
from September 22nd to 26th, 1975, and 
‘the subjects for study will be: tax 
treatment of the importation and ex- 

` portation of technology, patents, other 

intangibles and technical assistance, and 
~ allocation of expenses in international 
` arm ’s-length transactions of related com- 
panies. One of the two British national 
reporters will be Mr R. J. Pickerill, 
F.C.A. 

Further details of forthcoming meet- 
ings and the Congress are available from 
‘the Secretary of the Association at 6 
St James’s Square, London SWrY ALD. 
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SHEFFIELD COURSE ON SSAP 6 


A two-hour course based on SSAP 6, 
Accounting for Extraordinary Items and 
Prior Year Adjustments, will be held at the 
Central United Reformed Church, Nor- 
folk Street, Sheffield, on Wednesday, 
October 23rd, commencing at 4 p.m. 
` This is the first of a new series of local 
| courses being arranged by the English 
Institute covering important aspects 
d of accounting. It will take the form of a 
` video cassette presentation, supported by 
i guidance notes and discussion problems. 
` The session leader will be Mr Barrie E. 
S Smith, F.c.a., deputy chairman of the 
Shefheld Technical Advisory Committee 
_ and also a member of the Institute TAC. 
d Applications should be submitted as 
soon as possible to the Secretary, 
S Sheffield and District Society of Char- 
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 " ADMINISTRATIVE 

NAGEMENT CONFERENCE 
ttish Branch of the Institute of 
inistrative Management will be hold- 

Ssing“its 23rd Autumn Conference in the 

3 City Hall, Glasgow, on Wednesday, 
` October 23rd. 

Gë The subject this year is ‘Act now for 
| 1975 — legislation affecting the office’. 
"The speakers will be Mr G. B. Marshall, 
` regional pensions director, Scottish Pen- 

sion Trustees Ltd, and Mr Oliver 

_ Standingford, opp, F.C.1.S., F.INST.A.M. 

` (DIP.), F.B.I.M., M.I.M.C., a Management 

- consultant, who will discuss the Equal 

_ Pay Act 1970 and the pensions aspect 

of the Social Security Act 1973, both of 






which will be in force during 1975. The 
luncheon speaker will be Mr James 
Gordon, managing director, Radio Clyde 
Ltd. 

Admission tickets may be obtained 
from Mr J. H. McCaig, Manager — 
Office Services, Chrysler United King- 
dom Ltd, Linwood Plant, Linwood, 
Paisley PA3 3AT. 


ICA RE-ADMISSIONS 


The Institute of Chartered Accountants 
in England and Wales announce the 
re-admission to membership of Bernard 
Aldridge Duggan, .c.a., Wirral, 
Cheshire, and David Thomson, F.c.A., 
Storrington, Sussex, under bye-law 93, 
and Neville Sylvester Hyam Allington, 
F.c.A., West Bournemouth, Hants, under 
bye-law 34. 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The autumn meeting of the Chartered 
Accountants’ Golfing Society was held at 
Woking Golf Club owing to the closure 
of the St Georges Hill course due to rain. 
Leading scores were as follows: 


STABLEFORD MEDAL 
Played over 14 holes Points 
W. B. Henderson (12) 27 
Won first prize on last 6 
(12 pts) 
J. Foreman (6) 27 
Won second prize « on last 3 
(6 pts) 
J. Sloan (10) ge 27 
Won third prize (5 pts) 


STABLEFORD FouRSOMES 
Played over 14 holes 
W. B. Henderson (12) 
R. A. Thomas (16) 
Won first prize 
J. V. Wilson (8) 
J. Sloan (10) .. 
Won second prize í on last 9 
(19 pts) 
A. B. Green (4) K 
N. W. Furze (11). Le 
Won third prize (17 pts) 
R. Anderson (4) 29 


Wins scratch prize (26 pts) 
also Turquand Youngs Cup 


ECONOMIC SURVEYS 


Three further booklets in the series of 
economic surveys of the developments 
and prospects in member countries of the 
OECD have recently been issued covering 
Japan, Sweden and Portugal. 

Copies are available from HM Station- 
ery Office, PO Box 569, London GE: 
9HN, price sop, by post 57p. 


REVENUE PAPER 
Michaelmas Sittings, 1974 


The following cases are down for hearing 
during the Michaelmas Sittings, 1974: 


House oF Lorps 

Barclay’s Trustee v. CIR 
Awaiting report from the Special 
Commissioner 
Oppenheimer v. Cattermole 
Waiting for judgment 

Downes’ Trustees v. Grant; Dickinson v. 
Downes; Higgs’ Trustees v. Motley; 
Ransome v. Higgs; Kilmorie (Aldridge) 
Ltd v. Dickinson 


Court or APPEAL 
Malcolm-Brown and Another v. Restorick 
Green v. CIR 
Fall v. Hitchin 
C. & J. Clark Ltd v. CIR 
CIR v. Joiner 
Jonas v. Bamford 
CIR v. Baggley 
CIR v. Goodwin 
Ayerst v. C. & K. (Construction) Ltd 
St John’s School v. Ward 
Crane Freuhauf Ltd v. CIR 
Nicholson v. CIR 
Hanstead Investment Ltd (in liquidation) 
v. CIR 

ss v. Reynolds & Co (Insurance) 
Lt 

George Wimpey & Co v. CIR 

Way v. Underdown 


Hicu Court (Chancery Division) 
Stephenson v. Barclays Bank Trust Co 
(Trustees of Sir Richard Winfrey, decd) 
McGowan v. Brown & Cousins (t/a 
Stuart Edwards) 
Caillebot v. Quinn 
Addy v. CIR 
Wade Construction Co Ltd v. CIR 
Wade (various) v. CIR (six cases) 
Brumby v. Milner 
CIR v. Bullock 
Pexton v. Bell and Colbourne (Trustees 
of J. Colbourne’s Will Trusts) 


ORIGINATING MOTIONS 


Kenny v. The Commissioners for the 
General Purposes of the Income Tax, 
Wirral, Cheshire 

MacDonald v. The Commissioners for 
the General Purposes of the Income 
Tax, New Forest, West Hampshire 

Williams v. Commissioners for the Special 
Purposes of the Income Tax Acts and 
Another 

Chapman v. Commissioners for the 
General Purposes of Income Tax. 
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Group Pension and Life pan Schemes 


The need still remains as great as ever to make 
use of our first-class facilities and service. 

We offer Group Benefit Schemes—including 
Group PHI—on highly competitive terms 

with flexible contracts to suit the needs 

of all Companies. 


excel with us... 
F. ASSURANCE LIMITED 


THREE-QUARTERS OF A CENTURY OF EXCELLENCE 


Head Office: 190 West George Street, GLASGOW G2 2PA. Tel: 041-332 6462 
BIRMINGHAM, BRISTOL, CROYDON, EDINBURGH, GLASGOW, LEEDS, LUTON, MANCHESTER, SOUTHAMPTON 
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specialists in 


STOCKTAKING 
and 


VALUATIONS “” 


for every purpose 
in all trades and industries ‘ 


~ 9Golden Square, London WIR4BY 
Telephone 01-434 1718/9/O 





Registered as 2 newspaper at the Post Office. Printed and published in Great Britain by GEE & CO (PUBLISHERS) LIMITED at The Priory Press, St Albans, Herts. Editoria) and Adverti 
151 Strand, London WC2R 1J]. Tel. 01-836 0832. Cables: COUNTANT, London WC2. Published every Thursday, price 20p per copy. Post-paid subscriptions: £14 per year; £7-10 halt- 
edition: £19 per year; £9-65 half-year, Concessional rate for registered students: £8 per year (forms on application from the publishers). © Gee & Co (Publisher: ) Limited. Ov be 











ment Offices: 
a 


. Airmai- 
1745, 1974 


ACCOUNTANT 


for the accountancy profession 


¢ k- The recognized weekly journal 
throughout the world 




























Arthur Andersen 

The Beecham Group 
Cadbury Schweppes 

Mann Judd 

Whinney Murray 

and some progressive 

small practices (2-4 partners) 


Relations. 


Since joining Douglas 
Llambias Associates we've all 
had specialist training in our 
personal approach to 
Accountancy and Management 
Recruitment Consultancy. 
Some, like Ronald Vaughan, 
A.C.M.A., and John 
Dickinson, B.Sc., specialise in 
Industrial/Commercial areas— 
from newly Qualified to 
Managing Director levels. 

Others, like Ian du Pre, 


Trevor Atkinson Ronald Vaughan 
ACA; 





Some specialised in Tax or Management 
Accountancy. Others in Auditing or Industrial 


A.C.M.A. John Dickinson 


Use our Team 


Before we got together, the members of our team 
gained first class experience with firms like: 


A.C.A., concentrate on 
Overseas Appointments. As a 
matter of fact we have accepted 
client invitations to visit them 
in over 20 countries in four 
Continents. 

Richard Norman, EC A. 
looks after the smaller 
Practitioner. So if you are 
looking for Partnership 
prospects in G.P. or one of the 
specialist fields like Tax, 
Insolvency, Auditing, he could 






Ian du Pre 
A CA. 













Richard Norman 
RC A 


Call us now—quoting ref: G.2. 






be the man to see. 

It’s no wonder more C.A.s 
consult us on career 
development at home and 
overseas than any other 
organisation. 

If you have any questions 
on your next appointment or 
career goals, you can feel 
confident one of us has the 
right answers. 








Douglas Llambias 

Associates Ltd., 410 Strand, 
London, WC2R ONS. 
Telephone 01-836 4086 and 
3 Coates Place, 
Edinburgh, EH3 7AA. 
‘Telephone 031-225 7744. 


1 51 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Ease Industry's Burdens ` 7 E 


HEN the Chancellor of the Exchequer presents his 

Budget on November 12th, the immediate need is 
to provide aid and encouragement to industry. A large 
number of companies with cash-flow or liquidity problems 
have by now reached the point not merely where they are 
reluctant to go to their bankers for more aid, but at which 
their bankers are unwilling to give it. 

The second and related need is to alleviate the impact 
upon profits of current price and profit controls. If these 
are continued and nothing is done to check either rising 
labour costs or raw material charges, then clearly there can 
be only one outcome. The impact of the three-day week 
may be blamed for some of the present problems, but the 
real issue concerns profit margins. 

According to the latest figures from the Central 
Statistical Office, companies in the industrial and com- 
mercial sectors borrowed £2,670 million in the first half of 
this year. The cost of such borrowing is in itself no small 
matter when profit margins are squeezed. The Confedera- 
tion of British Industry must surely have impressed upon 
the Prime Minister, during their recent meeting, the full 
extent of their troubles. Even Mr Jack Jones, General 
Secretary of the Transport and General Workers Union and 
not renowned as the most sympathetic critic of industry, 
has warned his members to moderate their pay demands. 

It was hardly surprising, therefore, that in the speeches 
at the Lord Mayor’s annual banquet to the bankers and 
merchants of the City of London on Thursday of last 
week, a recurrent theme should have been the need to 
strengthen the finances of British industry and trade. 
In a thoughtful and wide-ranging address the Governor 
of the Bank of England, Mr Gordon Richardson, observed 
that companies were not ‘the enemy of the people, 
entrenched upon the other side of some no-man’s land’; 
rather, they were bodies which organized employment and 
output and turned savings into productive investment. For 
this purpose, of course, companies — including those in the 
public sector — need profits. 

This is not a completely new situation; the share of 
profits in the national income has been declining for many 
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years. But, in Mr Richardson’s words, ‘the position is now ` 
being reached where many managements feel that Ze 
cannot, in the present outlook, prudently add to their — 
debt’. The gravity of the situation had been ‘emphasized by 77 
some of the most efficient firms in the country, and would — 
be even better understood if some form of inflation account- 4 
ing were more widely adopted.’ It is too much to hope ` — 
that Mr Healey will yet have the benefit of the thinking of ~~ 
the Sandilands Committee, but it is to be hoped that some — a 
interim policy on stock appreciation might be evolved. a 
Unless corporate profitability can be increased, there will ` 
soon be more liquidations and increasing unemployment. ` — 
The most obvious and immediate remedy for the present ` — 
would be to relax the controls on prices and profit A 
margins, for all that this implies for the Government’s ~ 
anti-inflationary policy. E E 
Britain entered the oil crisis with economic problems far 
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5 greater than most of her competitors. The crucial im- 
` portance of international monetary problems for Britain was 
emphasized by Mr Healey when he devoted a significant 
part of his address at the Lord Mayor’s banquet to the need 
_ for international agreement on re-cycling Arab oil moneys 
how totalling some $70,000 million; as well as the necessity 
of co-ordinating the economic policies of the major 
powers if the world was not to experience a serious 


| depression. 


No one decries the relevance or importance of this part 
_ of the Chancellor’s address; but, however rational and 
` practicable his proposals may be, the facts of international 
_ life need to be clearly understood. Proposals for assisting 
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HE Association of Certified Ac- 
countants has been informed by the 
- Clerk to the Privy Council that their 
5 petition for the grant of a Royal Char- 
| ter has been approved by Her Majesty 
The Queen. 
K The letter from the Privy Council 
_ Office, dated October 16th, 1974, to 
_ the Secretary of the Association is as 
| follows: 


d 


$ ‘Sir, I am directed by the Lord 

S President of the Council to inform you 
that the Queen was pleased at a 
Council held today to approve the 
Brant of a Charter to The Association 

` of Certified Accountants. 

a “The Order in Council approving 
the Draft Charter will be issued to the 
Home Office from which Department 

` you will receive a communication in 

| due course, 

l ‘Notice of the approval will be sent 

to those who submitted representa- 
tions to the Privy Council against the 
Draft Charter.’ 


E . Iam, Sir, Your Obedient Servant, 
frm N. E. LEIGH, 
ag Clerk to the Privy Council. 


The Association’s petitien to the 

E ee for a Royal Charter of Incor- 

_ poration was submitted in April 1973. 

- Counter-petitions were subsequently 

- submitted by the English and Scottish 
Institutes on the grounds that such a 
Charter would cause confusion in the 

` mind of the public. The last previous 
_ grant of a Charter to an accountancy 


Së 


the debtor nations may at times appear to their creditors as 
being designed primarily to ease the problems of Britain 
and those in similar plight, rather than to deal with the 
difficulties of the world. 

Mr Healey must surely realize that any weight Britain 
may hope to carry in the world’s economic councils 
depends more upon her success in dealing with her own 
difficulties than upon the logic of her arguments for 


correcting the policies of others. Twenty-five years ago, 


Certified Accountants’ 
Grant of Royal Charter 


body was that to the former Institute 
of Municipal Treasurers and Account- 
ants (now the Chartered Institute of 
Public Finance and Accountancy), in 
January 1959. 

The Association, whose 14,500 
members will receive this news with 


the then Foreign Secretary told the Labour Party that, if he 
could export 50 million tons of coal, Britain could have a 
different foreign policy. Matters have not changed very 
much in that respect since those days. 





much satisfaction, incorporates the 
Corporation of Accountants founded 
in 1891, the Institution of Certified 
Public Accountants formed in 1903 
and the London Association of Ac- 
countants founded in 1904. It is 
the second largest body of accountants 
in the United Kingdom. 

It is understood that the designation 
of members will remain unchanged, 
and that the title of the Association 
will now be followed by the words 
‘Incorporated by Royal Charter’. 





Package Courses by Television 


HE first of a new series of 

package courses from The In- 
stitute of Chartered Accountants in 
England and Wales, using closed- 
circuit television video-cassettes, was 
given a preview in London last week. 
Based on SSAP6 ‘Extraordinary Items 
and Prior Year Adjustments’ (The 
Accountant, May 2nd), the video- 
recording runs for about 20 minutes, 
and is intended to be used as the 
centrepiece of a programme lasting 
up to two hours, allowing reasonable 
time for introduction, syndicate dis- 
cussion and review. The televised 
commentary on the standard is by Mr 
Alan Hardcastle, F.c.A., a member of 
the Institute’s Council and past Chair- 
man of the London and District 
Society. 

Introducing the preview, Mr R. G. 
Wilkes, opp, T.D., D.L., F.C.A., chair- 
man of the Institute’s Courses Com- 
mittee, said that the Institute already 
offered about 100 courses annually on 
a national scale, and the London 





and District Society about 45 more. 
Other district societies and the larger 
firms and companies were also offer- 
ing a range of opportunities for 
members to keep their professional 
knowledge up to date. At the same 
time, there were needs which could not 
readily be met in this way — par- 
ticularly in such areas as accounting 
standards and new legislation — 
because of the sheer volume of demand 
and the shortage of expert lecturers. 

There had been a significant de- 
mand for package courses, in par- 





Mr R. G. Wilkes 


Mr Alan Hardcastle 













ticular from firms and companies 
running their own internal training 
schemes and from provincial district 
societies. The essential feature of such 
a package was that it should be 
available when and where the user 
wanted it; and the Institute had 
turned to closed-circuit TV for this 
purpose as the most effective all- 
round medium in preference to such 
alternatives as a travelling team of 
lecturers, or the use of audio-tapes. 

TV-based package courses are cur- 
rently in preparation on the subjects 
of inflation accounting, stock and work 
in progress, and statements of source 
and application of funds. The first 
of these, expected to be available 
early in 1975, is intended to provide 
material for a 14 to 2-day course. 

In preparing the ‘pilot’ package, the 
Institute has been fortunate in having 
available the professional assistance 
of Mr Barry Westwood, F.C.A., who 
qualified as a chartered accountant in 
1954 before making his career first 
in teaching and thence to television. 
Mr Westwood praised Mr Hardcastle’s 
natural aptitude for the TV medium, 
which he said had made it possible 
for the whole of the pilot material 
to be shot in the course of a single 
morning’s session. 


ICA Not Committed 
to Graduate Entry 


R UMOURS that the Council of the 
English Institute has approved 
in principle the idea of ‘graduate only’ 
entry appear, from our enquiries, to 
lack official foundation. 

Before any such final conclusion 
could be reached, extensive consul- 
tations would inevitably be required 
with government, the universities and 
polytechnics, and other interested 
parties. 

It appears reasonable to assume that 
the Councils of the recognized ac- 
countancy bodies have been consider- 
ing the whole question of graduate 
entry in the context of their review of 
the Solomons Report — including a 
view of how far and how fast the 
current trend for an increasing pro- 
portion of graduate entrants might be 
expected to move. There may also 
be a case for developing the present 
one-year course into a broader theo- 
retical training in ‘professionally rele- 


vant’ topics, and thus for looking 
again at the extent to which ‘pro- 
fessionally relevant’ degrees are to be 
encouraged. But all this is a far cry 
from confirming admission to graduates 
only. 

Professions are intrinsically con- 
servative and adopt change only after 
thorough consideration and con- 
sultations. This process, our readers 
may think, will not be assisted by the 
precipitate publication of inaccurate 
and alarmist rumours. 





Back Duty— Could You Cope? 


Bick DUTY investigations have 
declined in prominence since the 
immediate post-war period when 
a number of people had made sub- 
stantial undisclosed profits, and most 
practitioners had several cases going 
at any particular time with Inspectors 
of Taxes. The introduction of value 
added tax has brought about some 
changes in the accounting records of 
clients and, in some cases, has resulted 
in substantially increased profits and 
turnover. 

It seems likely that, as a result, 
a number of new cases will arise 
where clients’ affairs are investigated 
by either the Inspector of Taxes or 
the Enquiry Branch. The techniques 
and knowledge of the Inland Revenue 
have improved over the years until 
now a full and detailed examination 
of every aspect of the taxpayer’s 
affairs must be made before their 
inquiries can be satisfied. Without 
such investigation, it is possible that 
the taxpayer will be indicted for 
offences greater than any that he may 
have committed - particularly in 
an area where, in the absence of in- 
formation, he is presumed to be 
guilty rather than innocent. Mis- 
leading and incomplete answers result 
in increasing work for the practitioner, 
increasing irritation of the client and 
ultimately an increased liability. 

The English Institute is currently 
offering a residential course on back 
duty at Eastbourne from December 
3rd to 5th, designed to assist the 
busy practitioner. The lectures ex- 


plain the detailed problems which 


may arise in a back duty investi- 
gation, and the steps which should 
be taken. The penalty provisions 


Quality Control of ` 
American Practices 

NEW financial and practice 

management division has been ~ 
set up by The American Institute of `: 
Certified Public Accountants, for the 
purpose of monitoring more effect- 
ively the professional practice of ~ 
CPAs. Under the supervision of 
AICPA Vice-President, Mr William ` 
Bruschi, the new division will co- 
ordinate the work of Institute com- 


we 





will be contrasted by a senior spokes- ` — 
man from the Inland Revenue, and 
by a chartered accountant practising 
in this field. The course concludes ` 
with a mock appeal, dealing with 
possible contentious points which max ` 
have arisen during the investigation. _ 
Mr Keith Carmichael, F.C.A., who TA 










Mr Keith Carmichael 


has been closely involved in the pre- 
paration of the course, said this week: 
‘Without proper training, staff and 
partners will continue to be over- : 
worked; with proper training, the ` 
increasing work load and consequent ` 
profitability of the practice can be 9 
maintained. The Eastbourne Course ` 
could be a good investment for firms i 
whose first back duty case may be just ` — 
` round the corner.’ A 
Information and application forms 
are available from Mr E. E. Hunt, The — 
Institute of Chartered Accountants in ` 
England and Wales, Chartered Ac- — 
countants’ Hall, Moorgate Place, Tan x 
don EC2R 6EQ. E` 
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“Mmittees on practice management and 
_ standards and quality control pro- 
= cedures by local and multi-office ac- 


counting firms. 
The Institute is in its third year of 


arranging for peer reviews of the 


professional practice of local firms 


` (The Accountant, March 21st). Re- 


cently it established a similar pro- 


~ gramme to have outside CPAs review 
= the quality control procedures of 
 multi-office firms. 


These activities 
will come under the new group. 
The division’s committees also will 


= provide information and guidance on 
_ problems relating to the management 
of an accounting practice, reduce de- 
` ` viations 


from acceptable practice 
gen reviews of auditors’ reports, 


aa A LONG-STANDING problem in 


financial accounting and reporting 
will be solved, it is hoped, by the 


_ American FASB conclusion that re- 
= search and development costs should 
be charged to expense as incurred. 


The Standards Board Statement No. 
3 reaffirms the basic conclusion set 


P públic comment last June. However, 


_ after consideration of the 168 comment 


_ determined that research conducted 


_ for other parties under contractual 
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arrangements should be excluded from 
R ;_the provisions of the statement. 


: Announcing the decision, the 
E Board’ s Chairman, Mr Marshall S. 


_ Armstrong, pointed out that State- 


ment No. 2 brings to completion the 
first full cycle of the Board’s ‘due 


a process’ in establishing financial ac- 
= counting standards in a major area of 


accounting. This began in July 1973 
` with the appointment of a 16-member 
task force made up of persons with 
Ze knowledge of the problems of 
-= R&D accounting. 

The task force advised the Board 
= with regard to preparation of a 
` detailed discussion memorandum (The 
Accountant, February 28th) which 
set forth the various accounting issues 
"oke and alternative solutions 
‘to them. This document served as 
the basis for a public hearing in March 


A Century Ago 
The Accountant 
OCTOBER 1874 
Report of creditors’ meeting 


On August 31st a very noisy meeting 
of the creditors of Mr John Whall, 
solicitor, Worksop, wes held at that 
town. The liabilities were shown to be 
£20,228, and assets £2,702. Mr E. S. 
Foster, accountant, Sheffield, read a 
long and exhaustive report on the state 
of Mr Whall’s affairs, detailing a very 
grave state of things. Many serious 
charges and allegations were made, 
both in the report and by those present 
at the meeting, it being alleged that a 
great portion of the total liabilities 
was formed of monies entrusted to 
Mr Whall for investment or as security 
by clients... 





1974. After considering the oral pre- 
sentations and written position papers 
submitted at the time of the hearing, 
the Board issued its exposure draft 
three months later. 

Mr Armstrong expressed conviction 
that the FASB ‘due process’ as 
required by its rules of procedure 
would result in accounting standards 
that were sound, practical and imple- 
mentable. The process, he said, pro- 
vided ample time for research and full 
opportunity for all interested parties 
to express their views before a State- 
ment of Financial Accounting Stan- 
dards was adopted. 

Statement No. 2 was adopted by 
unanimous vote of the seven-member 
Board and will be effective for financial 
statements for fiscal years beginning 
on or after January Ist, 1975, although 
earlier application is encouraged. 
Printed copies may be obtained at 
$0.75 each from the FASB’s Publica- 
tions Division, High Ridge Park, 
Stamford, Conn. 06905, USA. 


International Conference 
on Tax Havens 


E ecco is nothing more useless for 
tax purposes than losses incurred 
in a tax haven. This was one of the 
points brought out with some force 
at last week’s World Tax Havens 
Conference in Amsterdam. 
Another feature which received 
some emphasis was that it was not 


always appropriate to use a tax haven 
as the base of an international enter- 
prise. In the case of shipping, for 
example, the accelerated allowances 
or ‘free depreciation’ available in such 
countries as the UK, the USA and 
Canada, would build up substantial 
‘front-end’ losses to be offset against 
profits of other enterprises of the same 
concern in the same country. 

This second World Tax Havens 
Conference attracted over 400 tax 
practitioners, lawyers, bankers and 
trustees from all over the world. The 
co-chairmen were Mr Milton Grundy 
(UK) and Messrs Marshall J. Langer 
and Roy A. Powell (USA). 

Papers presented at the conference 
included the establishment of trusts 
in jurisdictions such as the Channel 
Islands or Liechtenstein; disclosure 
requirements in the major tax havens; 
measures against the abuse of tax 
treaties; and anti-avoidance provis- 
ions. Delegates and their ladies also 
had the opportunity of a visit to the 
Amstone Diamond Centre for a demon- 
stration of diamond-cutting and a dis- 
play of these attractive ‘bearer 
securities’. 


AICPA Honours 
Two Members 


Fai distinguished members of 
the American Institute of Certified 
Public Accountants received the In- 
stitute’s Gold Medal — the highest 
honour open to members of the USA 
profession — at the recent AICPA 
annual meeting in Seattle. They 
are Mr Oscar Gellein, of Madison, 
New Jersey, and Mr Marvin L. 
Stone, of Denver. 

Presenting the awards, the Insti- 
tute’s Chairman, Mr Samuel Derieux, 
acknowledged the outstanding long- 
term contributions that both men had 
made to the Institute and to the 
profession. 

Mr Gellein, formerly a partner in 
the international firm of Haskins & 
Sells, is a past member of the 
AICPA study group on financial 
statement objectives, and has recently 
been nominated to membership of 
the Financial Accounting Standards 
Board (The Accountant, October 3rd). 

Mr Stone, of the firm of Stone, 
Gray & Co, is a Past-President of the 
Institute and has served as chairman 
of numerous Institute committees. 
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ICA Enlarges 

Technical Department 

Loe new appointments have 
been announced in the technical 

department of The Institute of Char- 

tered Accountants in England and 

Wales. Mr J. C. Steare, F.c.a., 


formerly a partner in Finnie, Ross, 
Welch & Co, becomes Deputy Tech- 





nical Director-designate; in this cap- 
acity he is to succeed Mr Henry 
Clark, F.c.a., who will be retiring 
in the spring of 1975. 

Mr J. P. Carty, M.A., B.SC.(ECON.), 
A.C.A., will be responsible as Research 
Manager for the development of 
services to members in industry, 
commerce and finance; he will also 
be involved in the work of the 
Accounting Standards Steering Com- 
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mittee. Mr P. D. Shohet, A.C.A., 
been appointed Senior Research As- — 
sistant. i 

These appointments follow official 
indications earlier in the year that 
the Institute’s technical staff was to 
be strengthened. The need to compete 
in the open market for suitably a 
qualified staff has long been recog- ` 
nized as a significant element in — 
Institute expenditure. 





THIS IS MY LIFE 


The Unchanging 
Breed 


by An Industrious Accountant 


Y old articled clerk colleague, Ned, now a partner in a 

biggish firm, invited me along to a party for his firm’s 
students who had passed their exams. We started with 
sherries in the boardroom, and the speeches were con- 
gratulatory and polished. 

The present breed of articled clerk seemed very credit- 
able to our immaculate professional image, I thought. 
Flushed though they were with victory, their demeanour 
was grave and dignified to start. They discussed optimum 
solutions to the inflationary crisis and to industrial unrest, 
as well as the deplorable ineptitude of this generation’s 
Chancellors and the disgraceful under-appreciation in 
EEC of our high standards. 

Algernon contributed a war-whoop or so, but as he’d 
scored a second place Ned smiled forgivingly. When 

strains of ‘If I were a marrying girl’ arose from the far 
corner, he hustled us out to dinner. 

We forgathered at a fashionable resort decked out in 
Tahitian style, with glaring masks on bamboo walls and 
be-saronged maidens pouring drinks from gourds. ‘The 
Voodoo Thirst Quencher seemed about 50 per cent ice- 
cubes, but by the time the Bounty Shark Soup arrived 
enough had been consumed to heat the atmosphere. 

We drank Beachcomber Firewater with the mangoes, 
papayas, and Island ‘Turtle Stew (which tasted like com- 
mon or garden chicken to me), and Algernon’s speech 
became slurred. The dusky charmers filled every glass 
that was emptied. The garish lanterns shone redly through 
the gloom, and lit up faces now flushed with more basic 
emotions. 

Two long-haired enthusiasts were pointing out to Ned, 

_ with a laboured effort towards factual impartiality, that 
articled clerks were really — honestly, sir — really shame- 
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fully underpaid nowadays. He parried with his customary KE 
tact, but shot a worried glance at his wrist-watch. A sudden 
startled feminine ‘Stop that!’ raised a roar of enjoyment, — 
interrupting some other characters’ claims that the tax — 
paper was a rotten swindle, that the examiner should be — 
lynched, and that the Institute should move with the times — 
just for once. or 

Fortunately, at that moment a beam of light revealed © 
the lovely brown Tehani, Princess of Polynesia, about to — 
dance for the guests, and silence descended as she showed _ 
us some poses never before imagined. She bent incredibly — 
low under the Limbo crossbar, and applause burst out as 
she straightened up. Less fortunately, Algernon fel 
inspired to join her and came weaving and waving on to 
the dance floor. 

‘Cop on, you twit, you’ll wreck my act!” she whispere 
fiercely at him, just as Ned lifted him bodily back into our 
party. The culprit pulled himself together apologetically, 
harmony was restored, and we ended up with a lusty 
‘Jolly Good Fellows’ chorus. E 

Outside, later on, I saw Algernon and Pretty Polly —— 
boarding a taxi, arm-in-arm — and reflected proudly hat a — 
good accountant is never worsted. TA 
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Centenary 


To mark the Centenary of The Accountant, a reception was 
held at Stationers’ Hall, London, last Friday evening. Over 350 
guests attended and were received by Mr Percy F. Hughes, 


Wr Kenneth J. Burton, F.I.A., /eft, is welcomed by Mr Percy F. 
jughes, Editor-in-Chief, and Mr Arthur E. Webb, Editor. 


Sir Hilary and Lady Scott are welcomed by Mr „Hughes and Mr Webb. 


fr Douglas Morpeth, T.D., B.Com., F.C.A., is greeted by Mr Hughes 
nd Mr Webb. 


Ca 


Paul Hendrick, President of ACASS, Jett, and Andy Pott, ACASS Secretary, in 
conversation with Mr Charles Pritchard, City Editor of The Accountant. 


lr A. Murray, C.I.A., President. London Chapter, Institute of : S 
(ternal Auditors, and Mrs Murray are received, = 
$ 


Mr John Hough, F.C.A., Secretary, The Institute of Chartered Accountants in 
England and Wales, /eft, and Mrs Hough, with Mr Keith S. Carmichael, F.C.A., 
and Mrs Carmichael, and Mr R. G. Wilkes, O.B.E., A.D.C., D.L., F.C.A. 





Ki 


ception 


Editor-in-Chief, and Mr Arthur E. Webb, Editor. During the 
evening, prizes were awarded to two of the three winners of 
the Centenary Article Competition. 


P Cf aa 
Mr Robert W. Maas, A.C.A., A.T.I.1., receives the third priz 
of £100 in the Centenary Article Competition. 


Nei 


The second place prize of £150 in the Centenary Article Competition is presented 
to Mr J. B. Goodlad, M.Sc., A.C.M.A., A.M.B.1.M., by the Editor-in-Chief. 


Mr D. Marwood, M.A., F.C.1.S., Senior Vice-President, The Institute 
of Chartered Secretaries and Administrators, and Mrs Marwood are 
welcomed. 


A jovial moment for Mr Alan W. Nelson, F.C.C.A., /eft, Mr Nicholas A. H. Stacey, 
and Professor J. M. S. Risk, B.Com., Ph.D., C.A., F.C.M.A., J.Dip.M.A., F.C.I.S. 


Sir lan Morrow, C.A., F.C.M.A., J.Dip.M.A., A.T.1.1., and Lady Morrow are greeted 
by Mr Hughes and Mr Webb. 
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xperience of over 40 years in the profession. 


A CCOUNTANCY is fun? Who could possibly sustain 
that proposition in the face of the popular image of the 
ccountant? 
He is a favourite butt of the cartoonist. He is ridiculed 
mercilessly as pompous, rule-bound and totally un- 
E" responsive to normal human emotions. But with him, as 
-= with so many other figures of fun, the caricature exagger- 
ates and distorts an intermittent facet of his nature, and 
ignores the basic person. Consider just one of the car- 
_ toonists’ favourites: are Scotsmen really as mean as 
` described? No, to my certain knowledge. And a similar 
__ contrast is revealed as we study the accountant more closely. 
= Your modern accountant is articulate, an instigator 
_ of humour when the time is appropriate, as well as the 
ecipient of well-directed quips in the congenial company 
of engineers, farmers, scientists, artists, physicists and the 
vhole gamut of humankind who crave his service at one 
me or another. 
The humour of all those worlds differs very little from 
- his. It arises consciously or involuntarily from the inflexions 
or special meanings we give to words; like the cost report 
_ that dealt perversely with the absence of cost or charge: 
_ ‘Certain tank landing craft were accommodated during the 
period without payment of dues. It is understood they used 
the harbour only as a convenience.’ 
But we look beneath the surface humour for evidence of the 
eep-seated fun that arises from an interesting and chal- 
lenging task. The description ‘fun to do’ rises spontaneously 
vith the satisfaction of a challenge successfully mastered. 
Let us move across the spectrum of the profession 
earching for those rewarding challenges. They are recog- 
_nizable only if we go back to first principles. Money is a 
common medium invented to effect diverse transactions, 
each of which involves some human effort. Accountancy is 
the means of recording those transactions. 
‘There is fun inherent simply in manipulating the 
emendous modern electronic accounting aids. This is not 
enough. "The man who is constantly aware of the physical 
human effort behind every transaction is the man best 
equipped to see and benefit from the fun in accounting. 
| As we explore a variety of accounting areas that have 
` come within even my limited experience, we will also see 
that the man so equipped is the one most likely to contribute 
_ greatly to his profession. 
If you would make your career in practice, first study your 
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‘his entry was one of several highly commended by the judges of our 
Centenary Competition. The author, now director of accountancy 
services for the Ministry of Defence Procurement Executive, draws on his 


own temperament. Almost every known mood can evoke a 


compatible response from some point in the range of work 


of the practising accountant. But to make your career where 
that response is missing is to waste your talents, and what 
should be fun becomes drudgery. I was fortunate to serve 
my articles in the homeliness of a small provincial practice, 
and then to pursue a career in other fields that retained a 
close contact with many practising firms of all sizes. 

Those early years showed an aspect of the accountant’s 
character that now tends to be overshadowed by the 
sophistication of multi-national operations, There is real 
satisfaction in gaining the trust and the friendship of the 
small- to medium-sized businessman; nor, despite the 
ubiquitous supermarket, is this class of concern ever likely 
to disappear. If this is truly your niche, you will find a 
warmth here that transcends all money values. 

Can you sympathize with the farmer who produces his 
cash in hand from innumerable crannies in the form of 
unpresented cheques up to six years old; the jobbing 
builder whose accounts consist of a drawer full of crumpled 
bank statements, cheques, bills and receipts — two drawers 
full in prosperous years; the lawyer/director/owner of a 
small engineering business who carries his whole costing 
system on the back of an envelope; or the elderly but alert 
client whose detailed reminiscences of 50 years earlier have 
to be diverted to complete the task in hand? 


Exasperating but satisfying 


They are not rare eccentrics, They are vivid personalities 
who appear everywhere in one guise or another. You curse 
under your breath when he calls late on a Friday afternoon; 
but two hours later you have an equally quiet chuckle; his 
tax fears have been allayed, or the new hiring agreement 
explained, or the merits and demerits of the latest brain- 
wave scheme carefully outlined; and you marvel yet again 
that simple honest folk should have such faith i in you. 

Perhaps you have a sharp, analytical mind. You need the 
stimulus found in tracing a simple path through seemingly 
complex computerized accounting records; for the paths are 
simple despite the mystery with which some would sur- 
round EDP. You quickly discover the major hazard of such 
systems; it is not the duplicity of the occasional rogue, but 
the ever-present frailty of human nature. 

So, as you analyse the labyrinth of intercrossing paths 
and plan your test-checking programme, you cater for the 


A pnr PAT EO W REAA C "2 
feig, AE alen Kei il NS 








THE 
‘October. 24th, 1974 


human actions behind the figures, and rr you cater 
for the potential fallibility of those initiating the accounting 
action at a multitude of points. 

I recall the description I once saw of a costing system ` 
that was praised as being ‘perfect and foolproof, except 
„for the possibility of human error’, Random selection, 
investigation in depth of a limited field and other tech- 
niques, that even 20 to 30 years ago were regarded as 
games indulged in by thé few, are now commonplace 
practice. The \hazard to the auditor, as to the systems 
programmers and operators, is the unpredictability of 
human nature. The only sure factor in this field is the need 
for a constant review of the audit procedures of each 
system. 

As with. the ‘accountant in the smaller’ practice, the 
delights of working in this wider field ‘are the vivid per- 
sonalities you meet. Their problems are the same as those of ` 
their unsophisticated counterparts; they only seem different 
because the sums involved are so very much greater: The 
auditor’s responsibility is magnified similarly. His advice 
may now affect the future of thousands. Both auditors, 
whether working for the small trader or the multi-national 

` combine, can take a modest pride in their efforts. 

It is possible to make the transition from one field to the 
other quite easily; the similarities outweigh the differences. 


ACCOUNTANT l 


557 


of your own department; your caréer is Se by inter- 
play with. the work of those around you. Engineers, 
physicists, scientists, economists are at your mercy ~ as 
you are at theirs. You are in their domain, interpreting . 
their actions, in the common language of accountancy; ` 
_ but, unlike the- finite languages of engineers and scientists, 
yours has as many meariings as it has users. You may find, 
too, that they are more familiar with your medium than you 
are with theirs. Here is a challenge indeed. 


‘Management Geen 

A similar challenge awaits the accountant who j joins a firm 
of management consultants. He is one in a partnership of 
differing disciplines; a fruitful field, but also a most 
dangerous one. Its recommendations can mould, direct: 
‘and change the lives of many quite arbitrarily. At its best, 

it can bring tremendous advantages; at its worst it can 
cause irretrievable harm. 

The view of the outsider can be both an advantage and a 
disadvantage. Unblinkered by the habits of years, it can be . 
most discerning; but if exercised with casual aloofness it 
can confirm that cruel adage: “Those who-can, do; those 
who cannot, teach’. 

It is a career for the crusading youth with the mature 
judgment of a veteran. It demands in the greatest measure 


Happy the man in the medium-sized firm who combines~ possible the ability to get on with people. You will be 


experience in both fields in one career. 


Industry and commerce , 

I could never understand the deep antipathy that was at’ 
one time displayed between many accountants in practice 
and their colleagues in industry- or commerce; it did grave 


disservice to both parties, and to the whole of the ac-. 


countancy profession. It was the more surprising as so 
many of the industrial and commercial accountants in those 
days'had moved there after training and an early career in a 
practising accountant’s office. 

Today thére is a rapidly growing. mutual’ respect for 
functions that are truly complementary. It. is largely a 
matter of temperament whether you gain the greater 
satisfaction in designing and operating an accounting 
system, with the attendant managerial responsibilities, or in 
checking the functioning of the system. f 

In designing an accounting system, your aim is to 
motivate people to initiate correct accounting action. It is 
no easy matter. The margin of error is great. You could 
find yourself breathing life intd a self-generating. paper 
automaton. Your task is a ruthless pruning of these excesses; 
to concentrate on the main purpose, financial, commercial 
or costing, and to achieve that purpose by the most direct 
method possible. ‘The greater the mechanical aids at your 
disposal, the easier it becomes to multiply reports and the ~ 
greater are the hazards to achieving your goal. 

Systems design and operation offers fascinations not ` 
available in other accounting fields. You are intensely 
aware of the influence of those above and below you in 
the hierarchy. Appreciation and stubborn. opposition vie 
with each other and with the resigned indifference of the 


ruthlessly picking the brains of those you. propose to advise, ` 
„as the course you will suggest, must cater for a physical 
situation. that is new to you; yet you will depend on the 
willing co-operation of those self-same people to install and 
run the new system. Let this knowledge temper with 
modesty your own fiery enthusiasm. 

An inquiry thus undertaken reveals more to thé con- 
- sultant than the daily participant ever imagined, but 
building your proposals on this revelation is the simple 
part of the task. The real rest comes with the ironing out of 
difficulties during operation when you find yourself heavily 
dependent upon the practical approach of the accountant 
in industry. This salutary experience can build an efficient 
consultant from a textbook enthusiast. 

The top-grade consultant I admired most was the one 
who had Che courage to say ‘No’. The consultant can suffer 
from the weakness and gullibility of others; equally he can 
“profit unfairly from that same naive credulity. Management 
consultancy is the ‘in-thing’. Innate- human jealousy, 
masking itself as pride, will demand a consultancy exercise’ 
at least as good as that provided to a business rival. The 
disasters of consultancy.are exercises done solely to satisfy 
that failing, when the best advice to the client would be to 
leave his current system alone so that it can operate 
efficiently. 

Management consultancy is the ‘Open Semne to a, 


`~ wealth of experience. It is wealth to be used with dis- 


crimination if it is to give abiding satisfaction. 


The Specialist . 
We are all specialists, as no one brain c can comprehend the 
full wealth of knowledge in the profession. Our broad 


clock-watchers on the staff. You have to mould the final ‘initial training and study merely provide the key to later 


system design empirically to overcome each difficulty as it 
arises. 
Your contacts go far wider: than the strict ‘mechanics 


learning and expertise. This applies whether the account- 
ant trains in a country practice or a large branch of an 
~international firm, in industry, o commerce or public service. 
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Thereafter each one of us consciously or unconsciously 
specializes by deepening his knowledge within one area of 
the broad spectrum of our.basic study. 

-The small town ‘practitioner is accountant, auditor; tax 
_ and financial adviser. Yet he becomes a specialist, applying 
his knowledge of.so many <unctions to benefit a limited 
variety of clients, displaying an all-round: ability, that 
could well be the envy of the high-powered specialistin the 
` larger firms. 

„As practising firms expand they i improve their efficiency 
by dividing into separate departments — perhaps for audit, 
taxation and advice on financial schemes. To gain the 
greatest benefit, staff must clearly remain within a specialist 

` section for several years. Taxation and modern financial. 
arrangements are now so complex that the deepening 
knowledge to give maximum efficiency can only come with’ 
time; ‘although extra study at many specialist courses ` 
available can be used to supplement learning by personal , 
experience.. 


A second qualification 

Specialization can be carriec a stage further by obtaining 

a second qualification. The tax specialists. in the larger 

firms are major figurés-of th2 profession; the tax specialist 

at the Bar is in a commanding position.: This is not every- 

. , body’s ideal career, but if it suits your temperament you ` 
` will find there a series of i intriguing cases, no two of which 

are identical. 

Not all businesses -thrive Their ‘failure affects many 
. others besides their. proprietors or shareholders. The 
' accounting and practical ccnduct of liquidations, bank- 
. ruptcies and receiverships are governed by exacting 
statute and ‘case law. Practice in this field is demanding 
and is mostly undertaken by Drms or departments of major 
‘firms that specialize in these duties. They work in ‘an ever- 
changing’ environment as new legal decisions clarify 
current practice. 

-I would judge that.it requires special reserves of moral 
power to be constantly assoc-ated with the consequences of 
failure. Yet this too is rewarding; to mitigate the effects of 
the failure of others;.to nurse a concern through a receiver- 
ship to restore healthy trading; to advise and guide a 
bewildered bankrupt. Above all, this is a role that exempli- 
fies the reputation of the pzofessional accountant for fair: 
and just imparviality in all c:rcumstances. 
` But there is no need to remain tied to a specialization 


` for life against your inclinations. Many do and:attain great ` 


respect for their mature judgements in tax, finance and 
management. ‘Others will find they can make a valuable: 
contribution to a specializacion for some years and then’ 
find greater personal_satisfaction by moving into a new 
-area of endeavour. A speciaization freely chosen oan be a,- 
most rewarding experience - provided it is not allowed to 
become a prison. 

There are many specialist accounting foncion within the 
Civil Service and local government. Equally it is possible- 
to carve out a career in those areas that in terms of variety 
can rival anything to be fcund elsewhere. The choice ie 
yours and can be made-at 2ntry or-later as opportunities 
arise. The main limiting.factor is your own ability. Your 
attributes, your personality and your career will develop in 


harmony. 3 
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Do you nae imagine that cash accounting is always 
straightforward, with never a single’ problem to tax your 
professional expertise? Take charge of the main vote | 
ledgers of any major Ministry and you will have recourse 
to your special legal and financial studies. ` S 

Are you interested in a task where the humanities foot 
as large as the accounting? It is an illumination to work 
closely with doctors, surgeons, specialists, nurses in a 
collaborative effort to increase cost-effectiveness of the 
Health Service. Have you. considered what would happen 
to industry and commerce if it was bereft of the discipline 
imposed by the profit motive? Try devising and operating 
a costing system to monitor in absolute-cost terms for ship- 
building and repairing, for munitions manufacture, for 


public works operations, for.a stud farm or one of the many 


other government’enterprises. ` 

Do you see management audit as the most exciting of 
modern audit procedures? It is increasingly a part of 
government internal audit procedures. Dö you still think 
that each new piece of tax legislation and company law, 
each statutory instrument on prices and; wages control is 
of concern only to accountants.in industry and practice? 
For a change, study those problems from the angle of the - 
accountant advising contracts departments on the purchase 
of government stores. Then set that knowledge, together 
with the many other greater problems associated with 
government purchasing, in the context of sophisticated ` 
- Monitoring procedures ‘of progress on major weapons 
systems or similar aerospace programmes conducted by teams 
' of military, scientific, engineering and accounting staffs. 

Finally, sec all this at the- higher levels in each govern- 
ment accounting field or-the central administrative staffs - 


to which the accountant can transfer on the basis of com- 


petitive merit; consider this scene and realize the extent 


to which an accountant can advise on Land thereby influence 


the affairs ‘of State. 


Accounting systems and fraud ` i 

There is no pleasure, no fun in contemplating the human 
folly and greed that leads to fraud. It.is met in all the fields 
that I have mentioned. Contact with it-has spurred me on 
to special efforts to clarify a_particular ‘case, but I have 
never felt that this work in itself was fun.’ Yet if it fits your 
make-up there is a real fascination ‘in unravelling the 
ramifications of major cases,. as many have found in 
government service and in auditing practice. 

For, myself, I have found greater satisfaction in “the - 
design. and installation of costing and accounting systems. 
It is true that the initial stimulus for the new systems has . 
sometimes come as a reaction to fraud and defalcations. 
Although the circumstances of the frauds will be borne in 
mind, the system then designed will be comprehensive and 
intended primarily to guide the many other honest people 
who will operate it. 

Frequently, errors arise in accounting systems simply | 
because the operators were not fully instructed; a laxity of 
control can lead to petty theft by persons who would not 
otherwise be tempted. Systems design may make fraud 


‘more difficult, but never impossible, and give that necessary 


wider guidance to the non-accountant operator; but it will ` 
only be fully effective if an element of empiricism is allowed. 
to influence its implementation. It'is salutary for the de 
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~ REMEMBER, - 
_ REMEMBER, _ 
THE Sth NOVEMBER 
97X 


If you are either landlord or 
.tenantof rented commercial property, 
you may well have to recall this 
seemingly unexceptional date. 

Simply because commercial 
rents that have been frozen over ' 
recent months will be permitted to 
rise to the level obtainable on the 
open market on the 5th November. 

— 1972. A situation which will continue, 
at least, until 1976. 

_ Problems arise however,when 
you try to determine.and negotiate 
the rent for your premises effective 
all that time ago. 

Isit not obviously a matter 
requiring professional, experienced 
advice? 

Richard Ellis, 

64 Cornhill, London EC3V 3PS. 
Telephone 01-283 3090. 


Richard El lis 


Chartered Surveyors 
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A legacy ` 
means a` 
lot to the - 
WE 


18,000 limbless Ex-Service men depend on the British ` 
Limbless Ex-Service Men's Association. > 7 

BLESMA is not aided by the State. But we urgently need . 
money to help these brave men conquer their. handicap. | 
Ard to'equip and maintain homes in which they convalesce 
and are given care and comfort in their old age. 

` This is where you can help. A.donation from you will give ` 
hope and encouragement to those who gave so much for 
their country. A legacy would*mean a lot to them. 


: Donations and information: S 
` Major the Earl of Ancaster, KCVO, TD 
Midland Bank Limited, ~ R E 
60 West Smithfield, London ‘EC1A9DX_ ` í 
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signer to take part in this and so learn the practical diffi- 
culties of operation; if he is truly fitted to design-work, the 
system will gain as he modifies detail but retains his basic 
objective intact. 


Retrospect and prospect 

I always find it deceptively easy to start reminiscing, but it 
becomes increasingly dangerous as 1 continue. Memories 
of incidents become larger than life, to be demolished by 
any knowledgeable listener. However untrustworthy our 
memory of facts, recollections of persons somehow. retain 
the ring of truth although much dimmed by passing time. 
In the current context it is best to concentrate on the 
human aspects and to gloss over the accounting back- 
ground; it is these personal contacts that have enriched 
my career. 

It is best to ignore each youthful indiscretion and to 
recall only the gruff, incisive criticism of a partner who 
gave polish to my early rough efforts. To leave specific 
systems shiouded in vague outline; and to draw in sharp 
relief the courtesies and enthusiasm of staffs at all levels 
with whom I have co-operated. To omit any reference 
to my personal contribution to the monitoring of major 
research and production projects; and to dig deeply and 


ACCOUNTANT 





559 


liberally into the richness added to my experience from the 
friendships built up with men of many disciplines. To 
wonder yet again how quickly time submerges seemingly 
shining beacons of personal achievement; and to marvel 
how much more quickly personal relationships revive on 
remeeting a colleague associated with ancient events. 

All professions give a training in a particular field. That 
training is rarely exercised in isolation from others, but few 
professions can offer as wide a variety of contacts as the 
accountant makes, His work has an impact on the life of the 
whole community. 

Knowledge of that impact should colour his attitude to 
seemingly pure accountancy problems currently being 
debated; stock and work in progress valuation, inflation 
accounting, past period adjustments, contribution costing; 
but it should never curb his enthusiasm to advocate or 
oppose these problems. They are techniques and prin- 
ciples that warrant the closest debate, in which their 
ultimate effect on individuals should always loom greater , 
than the pleasant symmetry of figures on a sheet of paper. 

If at the outset of your career you can appreciate the 
total involvement of the profession in world and parochial 


affairs, then for you, too, accountancy can continue to be 
fun. 


The Money Supply 


by D. A. TRIGWELL, F.C.A. 


As a result of the current debate about the economy, ‘control of the supply of 
money’ as a weapon in the armoury of economic tools used to manage the 
economy has once again been brought out, dusted off and waved about 


threateningly in various directions. 


Before it is possible, however, to see whether this implement has a sharp 
cutting edge, it is necessary to see its shape. The astonishing fact emerges that 


E all know what ‘money’ is, and the dictionary 
definition confirms our opinion: ‘A token of value, 
accepted in exchange for goods or services, which may 
have some intrinsic value, e.g., gold or silver coins, or be 
valueless in itself, e.g., paper money.’ i 
Notes and coin in circulation with the public — or ‘cur- 
rency’, as it is sometimes called — is, to use an economic 
` expression, ‘demand-determined’ and the authorities 
make no attempt to control this ‘stock’ by restriction. This 
is not to say that it has nct been attempted in the past, 
because it has — with disastrous consequences, too. But, 
generally speaking, the stock of currency in circulation with 
the public now reflects quite naturally and normally the 
‘demand for cash; and as we can see, at Christmas time for 


example, such demand peaks up and new notes are issued, | 


to be followed by a falling-away of demand enabling the 
older notes to be withdrawn and cancelled or actually 
destroyed. 


Unfortunately for this clarity of understanding and 


operation, the authorities insist that ‘currency in circulation 
with the public’ constitutes but 20 per cent of the ‘money 


it has no precise or firm outline at all. 


stock’ at any time; it is necessary to examine the other 80 
per cent, and this is where the trouble starts. There is no 
satisfactory or generally-accepted definition of this major 
part of the ‘money supply’. It will be noticed that the two 
words ‘stock’ and ‘supply’ are used without distinction, and 
this lack of precision in terminology is perhaps at the root 
of the problem. 


Separate definitions : 
Some time ago the Bank of England evolved (whether 
at the behest of government or for its own satisfaction is not 
clear) three separate definitions of ‘the money supply’ and 
labelled them Mz, M2 and M3. M2 has since been dis- 
carded, but the other two definitions continue in use to the 
great confusion of everyone concerned. It is necessary to 
indicate in any statement about the money supply which 
definition is being used; in other words, which particular 
‘money supply’ one is talking about. d 
Broadly speaking, the two definitions add to the original 
stock of money (currency in circulation with the public) 
certain categories of non-monetary tokens of value, such 
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as current accounts or ‘demand deposits’ with bankers for 
Mz, plus deposit accounts or ‘time deposits’ with bankers 
for M3. Thus we can see that there are three different 
‘levels of stock’ each high2r than the previous one, en- 
compassed by these three definitions. 

As soon as the word. ‘control’ is used in the sense of 
restricting or reducing the money supply, it becomes rather 
important to know which level is intended, and the likely 
effect.on the other two. In this connection it is interesting 
to note the effect of the prevailing high rates of interest on 
these levels. 

Ever since the Bank of England’s minimum lending rate 

was increased to 13 per cent in November 1973, money has 
been moving across the cefinitions into time deposit 
accounts in order to take advantage of the associated high 
rates obtainable in the monzy market. Consequently any 
‘decision to control, restrict >r expand the money supply, 
if taken on the evidence of Mr rather than M3 or vice versa, 
is likely to be exactly and oppositely wrong. This curious 
situation prevails also in the USA, where it is customary 
for the Federal Reserve Board to take note of Mı but not 
M3. , 


Economic error 
Why try to control the money supply? The answer to this 


question lies in the most extraordinary inversion of the. 


facts that the economists heve so far been guilty of, in 
their theoretical model-building and many assumptions. 

Any practising banker, and most accountants, know that 
the banking community in the widest sense can only lend 
out money received by way cf deposits from other custo- 
mers. This fact is true whether we are talking about banks, 
building societies, hire-purchase finance companies, savings 
banks, life insurance companzes, pension funds, unit and/ 
or investment trusts. In other words these institutions are 
the mechanism through whica savings are made available 
to borrowers; but none cf these organizations can create 
an original deposit and thus manufacture additional credit. 

Not so, says tke economist, bank lending of itself creates 
deposits! It can be readily seen what this monumental 
reversal of fact does to ‘monetary policy’; it gives it sub- 

_stance in the overall economic management of business 
activity. If it can be argued that bank lending per se is the 
nigger in the woodpile in a runaway economic situation, 
then it makes sense to ‘contrcl’ it; to restrict the ‘money 
supply’ in an arbitrary fashicn. The effects, despite the 
economists’ special pleading, are however disastrous and 
will always be disastrous. 

Consider what happens: the Bank of England by various 
means, including the fractional teserve system, liquidity 
ratios, special deposits and the like limits and restricts the 
ability of the clearing banks to make advances to their 
customers. If customers cannot get money when they want 
it, they cannot do business, mvestment suffers and un- 

. employment follows. This in itself is bad enough, but it is 
not the end of the story. . 

-When the Bank of England calls for special deposits, the 
clearing banks are compelled o hand over part of their 
customers’ deposits with them so that their ability to lend 
to.other customers is correspoadingly reduced. The Bank 
of England then transfers this money to the Treasury in 
exchange for government. securities, and government 
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spends the money instead! The effect on the money supply, 
however measured, is nil, but the effect on business is 
catastrophic. 

It is difficult to understand how economists have come to 
hold this extraordinary point of view, but there are two 


` possible indicators of the way their theories may have been 


formulated. 

‘The Bank of England as the bank of last resort is all- 
powerful and has a monopoly to print banknotes; therefore 
it can and does ‘create deposits’-or credit. Furthermore, 
when the government is engaged in deficit financing of ` 
unbalanced budgets, the money must be found by printing 
it or borrowing it. Borrowing internally merely increases 
the National Debt but borrowing externally actually adds 
to the total money supply in the country. As can be seen 
above, the calling for special deposits is equivalent to a 
compulsory addition to the National Debt. ` 


Overdraft facilities 


The second factor which may have influenced the 
economists is the time-hallowed custom of British bankers 
to lend money out on overdraft. This gives the customer 
an apparent freedom to borrow what he likes; ‘If that is ` 
not creating a deposit, I don’t know what is’, says our 
perspiring economist. In fact, of course, each banker is 
engaged all day and ‘every day in a nice balancing of his 
books, deposits against cash and loans. No deposits, no 
loans and he goes out of business. 

The inescapable conclusions to be drawn from this 
account are several, and they begin with definitions: 


(1) The use of the expression ‘money stock’ or ‘stock of money’ 
should be confined to the physical notes and coin in 
circulation with the public, since at the end of the day, if 
all liabilities were settled right. across the board, that is 
what we would be left with. The size of this stock would: 
depend on two factors, demand and inflation. 


(2) The use of the expression ‘money supply’, or ‘supply of 
maney’ should be confined to describing the total of all 
the non-monetary tokens of value circulating in (be: 
banking system as a whole, but excluding the ‘mone 
stock’ above. : 


(3) The use of the word ‘control’ in relation to either the 
‘stack’ or the ‘supply’ of money should be discontinued 
since it is not ‘possible, and is always undesirable, to 
attempt to do so. 


(4) It should be recognized, however, that government can 
‘restrict’ quite arbitrarily the ability of the banking system 
to lend out money deposited in the system, and that in a 
certain economic situation such a temporary restriction 
for a short period may be exceptionally necessary. Such 
a ‘restriction’ should be admitted for what it is ~ a ‘clamp- 
down’ on business activity in the private sector — not 
‘cortrol’ of the stock or supply of money. 


(5) It should also be recognized that government uniquely, 
can ‘expand’ either the money stock or the money-supply 
by printing more notes or creating deposits by borrowing 
abread. . Ag 


This expansion is the root cause of inflation, Whenever 
the supply or stock of money is deliberately increased as 
opposed to being: demand-determined, the purchasing 
power of each unit or token of value must fall, and inflation 
is the result. id 
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Farmers in Disharmony 


HAT happens to farm prices affects all of us. As 
consumers, we are confused by governments which 
regard price restraint as the cardinal virtue, and farmers 
who describe their plight in terms that make Noah appear 
a light-hearted .optimist. Farmers are worried because 
they have not yet got over a period of very high costs in 
relation to low returns. Neither Government nor Opposi- 
tion appear to have any coherent agricultural policy, except 
a tacit understanding that the interests of consumers come 
before those of farmers. 
British farmers have no cause to love Europe’s common 
. agricultural policy, which was created to meet conditions 
very different from those in which they operate. They are 
not impressed by the way in which food subsidies have 
settled at a much higher level than producer subsidies. 
Further, they are puzzled to see consumer subsidies paid on 
products which are on the same base, such as milk, butter 
and cheese. The NFU wants improved conditions for pigs, 
beef and dairy produce,-wool and poultry — not forgetting 
eggs. l ; 
_The problem facing British farmers in the past year has 
been one of rising costs and’ falling returns. The EEC 
Commission has proposed an overall increase in prices of 
4 per cent, but.it is unlikely that UK farmers, who-in any 
case are only partially covered by the CAP, will find this 


sufficient to allay their fears about the future. They realize: 


only too well that a price increase, say for milk, proposed 
by the Commission, might very well be countermanded by 
the British Government which is subsidizing the retail price 
of milk in order to keep its price down. 

UK farmers are facing not only higher labour costs 
but also the doubling of the cost of compound fertilisers. 


The difficulty is that any concession from Brussels might, 


very well be deferred by the Ministry of Agriculture in the 
interests of keeping consumer prices down. The operation 
of the CAP, according to M Lardinois, EEC Commissioner 
` for Agriculture, is likely to push up prices for meat and 
dairy products. Sc 

The truth of the matter is that the CAD is now man 
extremely parlous state. Instead of promoting competition 
on equal terms according to the spirit of the CAP, 
member governments are all promoting separate insurances 
for helping farmers or consumers. Whatever M Lardinois 


and his colleagues may agree in the Berlayment, govern-. 


ments struggling to combat inflation will do what suits them 
best. geb: Ga EE 

Only the most dedicated believers in the revealed 
wisdom of the Rome Treaty would find cause for sorrow 
in the demise of CAP. It was-one of the great obstacles to 
the UK joining the EEC and has been a continual cause of 
disquiet since membership became a reality. 


by RICHARD BAILEY 


While no one likes to see chaos in place of what was 
designed to be an orderly system for controlling Com- 
munity agriculture, there comes ‘a time when it is necessary 
to say that'enough is enough. The demise of the CAP, which 
now seems inevitable, would remove what has been the 
major practical obstacle to wholehearted support of 
Britain’s. presence in Europe. 


The Economic Situation 


Tue COMMISSION OF THE EUROPEAN COMMUNITIES has 
just drawn up its report on the current economic situation 
within the Community and-the outlook for the second 
half of 1974. 

Economic developments within the Community have ` 
been strongly influenced over recent months by the effects 
of the energy crisis. However, although industrial produc- 
tion fell slightly around the turn of the year, employment 
and production remained high in the first quarter. As a 
result of the increase in the cost of crude oil, the upsurge in 
prices gathered momentum and the balance of payments of 
some member countries deteriorated sharply. At the same 
time, higher oil prices had a considerable unsettling 
influence on the foreign exchange markets. 

The economic outlook for the remainder of 1974 is 
generally more favourable than had been expected when 
the emergency crisis broke. Measured in terms of the value 
of expenditure, demand should in general continue to 
expand sharply. Exports will probably go on increasing, 
although appreciably less rapidly than in 1973. Investment 
prospects look brighter in several member countries, due to 
the efforts to rationalize. production. 

Private consumers’ expenditure also shows signs of 
expanding. Nevertheless, production trends will probably 
differ considerably from one industry to another. Produc- 
tion in the motor industry in particular could be held back 
by the after-effects of the energy crisis. In addition, output 
in construction will probably be relatively depressed in 
several member countries. 

After allowing further for the production losses in 
Britain in the first quarter, the Community’s real gross. 
national product will probably grow only by some 2} per 
cent in 1974. . 

Prices will in general continue to climb very rapidly; 
showing rates of increase that will no doubt be appreciably - 
higher for.the year on average than in 1973. Considerable 
deficits are likely in the current balance of payments, with 
Germany and the Benelux countries being in surplus or 
more of less in balance while other member countries will 
record large deficits. ` 

"The Commission recalls that it has stressed many times 
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the strains that accelerating inflation and severe current 
balance of payments place on the Community, affecting the 
maintenance cf a high level of employment and the 
standard of living which the process of integration: has 
made possible. pi 


A World Aid Fund ` 


THE COMMISSION HAS PROPOSED a world fund of $2,000 
million to aid the developing countries most affected by the 
dramatic increases in world 5ricés. 

Rising commodity prices Fave had a severe effect on the 
developing countries. The in=reased price of oil since 1972 
will cause an added import expenditure for all the develop- 
ing countries of the order of $10,000 million and this is 
unfortunately far from being an isolated.case. In 1974, 
expenditure by these countr.es on wheat and fertiliser is 
expected to increase by about $3-3 thousand million and 
$2,000 million respectively. To this must be added the 
increases in export prices by the industrialized countries 
(19 per cent by OECD councries in 1973). 

The price rises for these three commodities alone 
($15,000 million) represent 3c per cent of the total value of 
the exports of developing coumtries. 

The Third World is affected in three different ways. 
Firstly, there is a relatively Zavoured group of countries 
(e.g. Nigeria) who can compensate by increasing their own 
export prices. A second group can, soften the shock by 
loans or by using their own exchange reserves; included 
in this category are countr-es exporting manufactured 
goods, for instance South Kcrea, Taiwan and Singapore. 
The third category, including countries in SE Asia (India, 
Pakistan, Bangladesh, Sri Lenka), Central America, the 
Caribbean and some South African countries (the Sahel 
area, Senegal, Kenya and Burundi) will be the most affected. 
OECD has estimated the additional burden for these 
countries at about $3,000 million. 

These countries are in a very serious situation because 
they can count on no return of capital from the oil exporting 
countries, and they cannot expect to raise loans on the capi- 
tal market. They are also likely to suffer from any import 
restrictions imposed by thə industrialized countries. 
Furthermore, any restrictions they impose themselves on 
oil and fertiliser imports wll have serious effects on 
the agricultural situation in these countries, possibly 
leading to famine. 

In the light of this situation, tae Commission has proposed 
to the Council that the Community should appeal to all rich 
countries to join it in an exceptional aid effort. The Com- 
mission suggests a world fund of approximately $3,090 
million to distribute to the most affected countries. The 
Community would provide about $500 million of this 
amount, in addition to the dev2lopment aid which it must 

maintain. 


-Grants from the EEC 


REPORTS THAT THE GOVERNMENT has not claimed all the 
payments to which Britain is entitled from Community 
sources have been denied in Whitehall. Last year Britain 
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was the biggest beneficiary from the European Social 
Fund, with a total of £24 million. Reason for the decline in 
applications since the change of government in February is 
apparently that applications are normally made at the 
beginning of the year and were in fact made by the Con- 
servative administration. Officials in Brussels point out that 
the advent of the new British Government had led to a 
situation in which the establishment of the European 
Regional Fund had been delayed. 

However, in spite of apparent British reluctance to claim 
all the payments to which the country is entitled, a number 
of benefits have flowed from various funds. The. British 
coal and steel industries have received a total of £789 
million over the past year. Four loans totalling nearly £42 
million have been approved for the British Steel Corpora- 
tion, and four others totalling over £37 million for the 
National Coal Board. The BSC loans have gone to the 
Scunthorpe Coke Oven Expansion Scheme (£18 million), 
the Scunthorpe Rod Mill (£7-8 million), the Ravenscraig 
expansion LL 4-8 million), and anti-pollution measures at 
Templeborough Works, Sheffield (,£1-2 million). The NCB 
loans go to cover the cost of 6,000 workers’ houses (£1-6 
million}, colliery developments in Co. Durham (£3:5 
million), the NCB Mining Equipment Pool (£18 million), 
and a further £14 million for various colliery development 
schemes. ; 

Payments from the European Social Fund in 1974 
provide nearly £4 million for retraining 13,500 workers in 


. assisted areas in Britain. These payments are for retraining, 


resettlement and financial support of workers moving jobs 
under regional development. The money will be deployed 
by the Department of Employment. The EEC Farm Fund 
has granted £5 million for modernizing agricultural 
processing and marketing facilities and improving the 
structure of the fishing industry. These grants are given for 
large individual capital projects which may be undertaken. 
by farming co-operatives, companies or local authorities. 


Community Loan 
for North Sea Gas 


THE EUROPEAN INVESTMENT BANK ~ the long-term financing 
institution of the European Economic Community — has 
granted a loan equivalent to £10-4 million (20 million units 
of account) to contribute to the financing of production 
installations of the Frigg Gas Field which straddles the 
boundary of the British and Norwegian continental shelves 
250 miles (350 km) from Scotland and 125 miles (190 km) 
from Norway in the North Sea. 

The loan bears an interest rate of 9§ per cent and will 
run for ten years. It bas been concluded with a group of 
three companies holding the British production licence for 
the Frigg gas field: Elf Oil Exploration and Production 
(UK) Ltd, Total Oil Marine Ltd and Aquitaine Oil (UK) 


‘Ltd. 


The scheduled construction period is 1974~75. Extrac- 
tion of the reserves from the UK sector is expected to 
start in 1976 and continue for 15 years until 1991, at a flow. 
of 7 or 8 thousand million cubic metres per year — by 
which time the whole field, including reserves found in the 
Norwegian waters, will be in production. 
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Where there’ s a Will. 


Gift and Wealth Tax Implications 


APITAL transfer tax (CTT) — the gift tax — is to be 

introduced with effect from March 26th, 1974, and until 
publication of the White Paper, Cmnd 5705, virtually no 
details were known of its operation; for example as to rates 
and exemptions, and the manner in. which CTT would 
mesh in with other taxes. Even with the White Paper, and 
pending publication of specific details in a second Finance 


Bill, we are still very much in a grey area although the basic’ 


frame work of CTT has emerged. Aspects of estate planning 
in relation to wills are of particular significance. 

As regards the wealth tax (WT), although this is 
unlikely to be operative until 1977, its impact on the 
drafting of wills must also become Seale 


End of estate duty 


The introduction of CTT will be accompanied by ‘the 
demise of estate duty’ (ED) with transitional provisions as 


' referred to in paragraph 10 of the White Paper, during 


‘the interim period’. The crucial difference between CTT 
and ED is that CTT marks the end of the ‘voluntary’ era. 

ED has always been a voluntary tax to the extent that it 
can be avoided by an individual reducing or rearranging 
his assets with appropriate out-and-out inter vivos dis- 
positions with no strings attached and outside the seven- 


year period. CTT, on the other hand, has been aptly. 


described as ‘an accumulative donor. gifts tax and death 
duty’, as it will apply to gratuitous transfers of capital both 
for lifetime gifts and on death. 

The introduction of CTT considerably extends the 
estate planning scope in relation to wills in certain direc- 
tions, because for the first time tax can be completely 
avoided on the death of the first spouse, to the extent that 
the surviving spouse is given the assets absolutely. This 
` article contrasts the ED position with the new CTT 
. provisions, analyses’ the new scope in ‘more detail and 
suggests restrictions to be imposed on absolute gifts in 
wills on account of the additional aggregation » on the 
second death and the advantages of inter vivos equalization 
both for WT and CTT purposes. 

In the so-called voluntary era of ED, estate planning by 
will has only limited application, because a will operates 
from death (at which point it is generally too late to save 


ED). There are in fact three main methods of mitigating . 


ED by will. 

First and foremost is the surviving spouse exemption 
(Finance Act 1894, section 5 (2) and Finance Act 1914, 
section 14). Where property is settled by one spouse, say 
the husband, even though only by will, and the wife merely 
has a life interest in such property without being competent 
to dispose of the capital, ED would be payable only on the 


by RALPH P. RAY, B.Sc. (Econ. ). F.T.L.I., Solicitor 


death of the husband and not Cen the same property 
on the death of his wife. This exemption has been the basis 
of most’ wills between spouses with issue where the 
estates are considerable, and it is made clear in the White 
Paper (paragraph 9) that this exemption will be withdrawn. 

Secondly, for ED there is the surviving spouse relief, 
(Finance Act 1972, section 12i (1) (cy and Schedule 26) 
whereby property given to or devolving on a surviving 
spouse, up to a limit of £15,000 (and whether given ab- 
solutely or by life interést) is exempt from ED on the death 
of the first spouse — so that the threshold from which ED 
first becomes payable can be increased to £30,000. 

Thirdly, for ED purposes commorientes clauses are 
desirable in all cases of a grant of an absolute interest as 
well as a life interest or annuity, except in the latter two 
cases to a surviving spouse. Such commorientes clauses 
provide that the gift in question shall only take effect if the 
donee survives the testator by'a specified period, say one 
month (i.e. a contingent gift), with the result that if the 
donee does not survive this period, the gift lapses and no 
further ED i is payable thereon. 


Husband and wife 


As mentioned, the contrasting position for CTT gives 
further scope to estate planning in regard to wills because, 
in the words of paragraph 9 of the White Paper, ‘a husband 
and wife will be chargeable to tax as separate individuals. 

Gifts. between them while they are both alive and property 
left by one to the other on death will be exempted from the 
new tax, except where the recipient is not domiciled in the 
UK at the time of the gift or death. As a corollary, the 
existing exemption on the death of a surviving spouse of. 
property left in trust to him or her will be withdrawn for 
property to which the new rules apply on. the occasion of the 
first death’. 

As absolute gifts between husband and wife, whether 
inter vivos or by will, now escape CTT, a new position 
arises whereby, instead of avoiding ED on the second 
death in respect of a life interest, CTT will bé avoided on 
the first death of the two spouses, i.e. along the lines of the 
restricted £15,000 surviving spouse relief referred to above. 

In one limited sense, estate planning might therefore 
be confined to taking advantage of this CTT exemption; 
but such a proposal requires qualification in two main 
respects and mainly, because the exemption merely, 
represents a deferment of liability. The first qualification is 
that full use of the exemption will normally result in a large 
aggregated CTT liability arising on the second death (note 
the suggested CTT rates of tax on the successive slices of 
the cumulative total of chargeable transfers in paragraph 7 
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of the White Paper). In the case of a “testator (the same 
principle applies to a testetrix) with issue who has a 
substantial estate, the gramting of an entire absolute 
interest to his surviving spcuse would merely constitute 
an unsubtle deferment of the aggregated CTT liability.” 
The correct tax planning rmula may therefore require 
one spouse, say the busband, to give his wife only a 


reasonable proportion of his estate absolutely and leave the ` 


balance, to his.issue, thereby ‘skipping a generation’ and 
avoiding the higher aggregation on the survivor’s death. 
(It is appreciated that CTT would be chargeable on the 
balance-left to the issue on th2 first death.) 

Subject-to an examination of the second Finance Bill, 

one would then include in the husband’s will certain 
safety valves as currently, adopted in surviving spouse 
exemption wills, whereby.the trustees are entitled in their 
discretion to make capital ‘advances — and/or, more subtly, 
deductible loans — to the surv-ving spouse. 
_ Alternatively, it may be appropriate to give a surviving 
spouse an absolute interest in a given proportion of the 
other spouse’s estate and a life interest in the balance or 
part thereof, subject’ to cla-ification of whether a. life 
interest-to a spouse would be regarded as a settlement. 

The second qualification as Io a proposal that one spouse 
might leave to the other a full absolute interest in his estate 
is that this overlooks the mo-e important estate planning 
measure of equalization of estates between husband and 
wife inter vivos and as soon as practicable. Such measures 
will be particularly significant for WT purposes. 

Paragraph 8 of the Green Paper, Cmnd 5704, leans in 
favour of treating spouses as separate individuals, both as 
regards the suggested £100,0c> threshold from which WT 
is to start and for the purpose sf calculating the subsequent: 
progressive scales of rates (see illustrative proposals in 
paragraph 3 of the Green Paper). Paragraph 8, on the 
assumption that such separate treatment will apply, states 
that ‘husband and wife would each be assessed and charged 
to the tax on his or her own wealth and each would qualify 
for the same exemption limit and scale. The total of their 
wealth tax burden would depend on the way on which 
their assets were spread between them, the liability being at 
its lowest if they share their assets equally’. 


Advantages of equalizatior 


Remembering that WT is to be an annual tax, to defer . 


estate planning until an individual’s will comes into 
operation prevents advantage teing taken of such equaliza- 
tion inter vivos. By way of ezamples (and assuming the 
lower “Tax A’ mentioned in the Green Paper) say the 
husband’s estate for WT purpcses is £170,000 and a wife’s 
£25,000, the aggregate: annua: WT would be £700; but 
if steps were taken towards equalization — say husband’s 
estate {100,000 and wife’s {a5,000 — no WT would be 
payable, a saving of £700 (this would also apply for Tax B). 
In the case of a husband’s estate of £1 million and the wife’s 
of £100,000, equalization of {£600,000 and £500,000 
- respectively would mean a £2,000 annual WT saving. 
Equalization steps will give nse to no capital gains tax 
difficulties because disposals b2tween spouses are exempt. 
Finance Act 1965, Schedule 7, paragraph 20. 

There are various other significant CTT aspects to be 
borne in mind in relation to will-So far as childless couples 


ACCOUNTANT 


October 24th, 1974 ` 

are  céhicerned the new provisions have been described as 

a ‘boriamza’ because such couples are normally concerned 

piimarily with deferring CTT until the death of the sur- 

vivor, and this can be achieved merely by giving each other 

absolute interests in the respective estates. For’ them, the 
new CTT rules are tailor-made. - 

CTT could well encourage ‘deathbed’ marriages, or other 
marriages of convenience.. It appears that if a surviving 
spouse remarries and subsequently dies leaving assets to his 
or her own surviving spouse, the Revenue does not collect 
tax on assets in respect of that death — and presumably this 


` could continue ad infinitum. 


It is stated in paragraph o of the White Paper that the 
present surviving spouse exemption will cease if.the new 
CTT rules apply on the first death, but presumably there 
will be transitional relief (which could last for many years to 
come) for those existing cases where ED had become 
chargeable on the first death and there is the EE 
spouse exemption on the second. 


‘Settled property’ 


It is hoped that Revenue clarification will be obtained 
as to whether or not a life interest in a will to a surviving 
spouse is to be regarded as ‘settled property’ within the 
meanings of paragraphs 17 to 23 of the White Paper, the 
provisions of which are designed to treat trusts in a parti- 
cularly hersh manner. If so, life interests of the surviving 
spouses should clearly be kept to an absolute minimum, and 
the commorientes clauses applied thereto. 

As regards the holding of land and buildings in joint 
names, there are two alternatives, namely a holding as 
‘joint tenants’ and as ‘tenants in common’. For this former 


method, ty reason of the 7 jus accrescendt, the survivor takes 


all absolutely and by operation of law hence it is impossible 
to make Gier vivos dispositions for example for purposes 
of equalization of estates. By contrast in the case of a 


‘tenancy ir. common, disposals of a joint share during life- 


time or Ly will are possibles and hence this method of hold- 
is generaly to be recommended as affording greater 
flexibility. 

In cases. where property .is in fact held as joint tenants, 


. whereas it would be preferable for it to be held as tenants in 


common, it is a relatively simple matter to sever the joint 
tenancy ‘and make it into a tenancy in common. 
The likely trend towards absolute interest wills between 


spouses, rather than wills giving life interests, will also give 


rise to a pzactical problem — namely the fear of oné spouse 
that, havirg given the surviving spouse an absolute interest, 
the latter may dispose of the first spouse’s estate (e.g. on- 
remarriage) to the detriment of the children of the original 
marriage. This is on the basis that an absolute interest 
cannot be made subject to subsequent conditions. 
Accordingly the review of existing wills and the formula 
for making new wills requires careful attention and re- 
appraisal. =xisting wills in respect of sizeable estates — say 
over £40,000 — will require review with particular reference 
to the substitution of absolute gifts as to a proportion of the 
estate, as cpposed to a life interest; for new wills the basic 
formula hes been referred to above: Unfortunately it is not 
possible tc be specific as to all relevant aspects pending 
publicatior. of the second Finance Bill, or possibly the Act 


itself. 
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` Westminster and Country 


OUCHE ROSS & CO’s qualifications 

in their auditors’ report to the mem- 
bers of Westminster and Country Proper- 
ties have multiplied as the result of a 
year of problems in the property and 
building industry. 

A year ago there was a solitary quali- 
fication concerning the value of the land 
in Jamaica which is the subject of quali- 
fication again this year. In 1973 Touche 
Ross referred to the 
£1,345,161 of land in Jamaica held 
through subsidiaries, making thé point 
that general planning permission had 
_ been obtained but that no development 
had taken place, reporting the disposal 
after the end of the financial year of 
part of the land for approximately 
£470,000, and ‘expressing themselves 
unable to give an opinion on the balance 
of the book value of the investment 
erie to approximately £875,000. 

In their latest report, Touche Ross add 
to their qualification on the point of the 
value.of this land a much more serious 
one concerning development land values, 
and effectively questioning the true and 
fair view. The auditors consider that 
. land with a book value of £2,738,000 
may not be realizable within the com- 
pany’s normal business cycle. Since the 
directors do not consider a professional. 
valuation would be helpful, the auditors 
are not, satisfied that the land is in fact 
included at the lower of cost or market 
value and consequently are not satisfied’ 
that the results of the group are fairly 
stated. 


Going concern 


A further point made by Touche Ross is 
that the accounts have been prepared on 
‘the basis of a going concern and assume 
the continuing support of financial ` 
institutions.as in previous years. Share- 
` holders may wonder why such a point is 
now made when. presumably it has 
applied in previous years. 

In the annual report. there is no 
separate statement. from the chairman, 
Mr P. D: Parkes, the.biggest single share- 
holder in the company., The directors’ 
‘report shows Mr Parkes to have been the 
beneficial owner of -934,193 ordinary 
shares at the financial : year-end. First 


book value of 


National Finance Corporation is shown 
as a holder of 516,000 shares ~ ; 16° “12 per 
cent of the equity. 

Note 8 (c) confirms EH Poss 
statement that the directors do not 


consider a professional valuation of . 


development land ‘helpful’ and gives the 
board’s view that the projects concerned 
‘will be successfully completed and 
realize an amount greater than cost’. 


The extent that residential and in- ` 


dustrial and commercial estate develop- 
ment dominates the group’s operations 
can be clearly seen from the analysis of 
turnover and pre-tax profit included in 
the directors’ report and in our reprint. 
The geographical analysis is also of 
importance as an indication of the mar- 
ginal effect of overseas operations on the 


group. 


Directors’ report 


Reporting on the various sectors of the 
roup, the directors’ report states that 
The Regal Group of Companies involved 
in industrial building had a ‘most 
satisfactory year’, with the view expressed 
that ‘this level should be maintained 
during the current year’. 


companies suffered from the drying up 


of building society mortgage funds and .. 


sharply reduced house sales. This re- 
sulted in an increase in properties: heid 


"at the end of the year. 


At the beginning of the current year 
the rate of house. construction was 
curtailed but there ave been ‘an’ en- 
couraging number of reservations’. The 


Wilson group ‘should trade at a modest. 


profit during the year, though current 
market conditions -will probably slow 
down the rate of house sales for some 
time to come’. 

‘During the current year most of the 
residential units in the remaining Aus- 
tralian investment have been sold and the 


intention is to liquidate the Australian 


trading company when all units are sold. 
On the Jamaican front the directors’ 
report states that proceeds of the sale 
of 2,500 acres to the Jamaican Govern- 
ment ‘are now being returned to this 
country’. Improved planning permission 
for the remainder of the land is being 


ei 


On the other’ 
hand, the Wilson group of housebuilding ` 


Properties 


‘sought, but EC assurances giyen at 
the time of the- 2,500 acres sale that 


planning consent for the remainder 
would follow immediately ‘nothing has 
been heard. from the Minister since 
November 1973’. 


The directors say they ‘understand’ the _ 


Jamaican Government is considering 


using the land for a shipbuilding com- 


plex but have no official information on 
that point. 


Sunbury development. 


At home, development of land acquired 
next to the company’s Sunbury ware- 
house property has been delayed ‘because 


of the uncertainty of the economic situa- 


tion’. Purchase of this land was announced 
in the 1972~73 report, as was the inten- 
tion of development during 1973~74. 
During the current year the company has 
purchased the headlease of the existing 
Sunbury warehouse with the result that 
Courtaulds and David Greig (a sub- 
sidiary of the Fitch Lovell grocery group) 
are direct tenants of the company. .- 
Westminster and Country Properties 
developed out of the former London 
Stadiums greyhound racing concern 
which operated and owned tracks at 
Charlton, Park Royal and Wandsworth. 
The Wandsworth property was sold in 
May 1966 for £675,000 and the Charlton 


- 


Stadium the following year for £275,000. 


The Park Royal Stadium was closed 
early in 1969 when all connections with 
greyhound racing ceased. 

Control of the R. M. Wilson Builders 
concern was bought for £375,000 in 
1968, with the minority interest acquired 
the following year. 


Property Values ` 


HANGED conditions in the property 
industry continue to be reflected in 
the lengths to which company chairmen 
now go in attempting to dissuade share- 
holders from getting inflated ideas about 


` property values. Mr Barry East, in his 


final statement as chairman of Town & 
City Properties, follows this trend. 
Town and City’s total assets rose dur- 


566 


ing the year from £391 millior. to £618 
million, due mainly to the acquisition of 
Central and District Properties from 
Keyser Ullmann and of the Ster-ing Land 
Company. Since then the company has 
merged with, Sterling Guarantee Trust 
whose board and management has largely 
taken over the operation of the enlarged 
group, with Mr Jeffrey Sterling succeed- 
ing Mr East as chairman after tais year’s 
annual meeting. . 

At the year-end the book valie of the 
company’s net assets amounted to £245 
million or 123p a share, including on. 
consolidation {£51 million, or 26p a 
share, as the excess of cost, over book 
value of the net assets of Sterling Land 
and Central and District. ‘In the direc- 
tors’ estimate at the time’, Mr Est states, 
‘the net asset value of these sutsidiaries ` 
taking their properties at realizable 
market value, more than covered the 
consideration.’ 

Mr East adds that the book net tangible 
asset value of £194 million, excluding 
the £51 million, reflected the following 
breakdown in the total property figure 
of £510 million: £330 million valued as 
at March 31st, 1973, £11 millior valued 
as at September 3oth, 1972, £84 million 
valued at March īst, 1972, or earier, and 
£85 million at cost. 


i 


Chairman's caution 


Since those independent vauations 
were made the general level of commer- 
cial property prices has’ both risen and 
fallen substantially. In the preseat con- 
ditions in the property market i~ is not 
possible in the board’s view to value a 
large portfolio of properties real stically 
on a ‘willing buyer/willing selle?’ basis 
and thus to arrive at a realistic nət asset 
value per share. 

Further than that, Mr East cautions 
shareholders against applying the results 
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of property ais since the jena: The ' 
book value of the sales of £71 million was 
£73 million; of that figure, £29 million 
were Sterling Land and Central and Dis- 
trict properties which realized £33 


- million. But some sales took place because 


of special features and are not necessarily 
an indication, one way or the other, of 
the position of the market as a whole. 
Furthermore, the, total sales included 
overseas prope-ties. with a Look value 
of £24 million and sold for £23 
million. 

The sales were made to reduce borrow- 
ings and particularly a £40 million 
syndicated loan raised to finence the 
Central and District acquisition. The 


‘loan has been reduced to £1g rillion. 


Stock v. Cash 


"IN the jewellery trade stock is, at times, 

more valuable than cash itse f’, con- 
siders Mr Gerald Sanders, chaizman of 
James Walker, goldsmith and silver- 
smith. In the recently issued eccounts to 
April 30th, 1974, ‘Stock at cost’ fizured at 


£5,521,026 against £3,525,088 12 months 


earlier, albeit without any harm to the 
group’s cash position which remained 
strong. l 

So strong, in fact, that since the balance 
sheet date the board, to quote Mr 
Sanders, ‘has adopted a policy of extensive 
re-stocking at a time when gcld, the 
principal raw material of our sales, has 
fallen substantially from the high. values 
prevalent at March/April.’ Mr Sanders 
pointed out that the price of gold “£66 an 
ounce when he wrote) is at a substantially 
higher price than a year ago (Le) and 
that the cost of stocking a brench is 
several times higher than it was a few 
years ago. 

But ‘we anticipate’, he told share- 
holders, ‘that our computer, whch we are 
in the process of installing, will enable us 





One of the new James Walker jewellery shops 
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to make the best use of our warehousing 
and branch stocking facilities.’ The 
number of James Walker shops! now 
approaches roo and turnover continues 
to. expand both in volume and value, 
despite the general falling off in other 
sections of the retail trade. 

It.would seem that the board has more 
confidence in the value of stock than in 
the value of properties. Properties were 
revalued at April 30th at £6-95 million 
against a book value of £2:23 million, but 


. the valuation is not written into the 


accounts ‘in view of the unsettled state 
of the property market’, ` 


‘Guinness Peat Accounts 


HE accounts of the Guinness Peat 

Group serve as a reminder that while 
the clearing banks have survived the far- 
from-traumatic experierice as it proved 
of ‘revealing all’, the merchant banks 
still prefer to present accounts ‘in the 
manner applicable to banking companies’. 
The Guinness in Guinness Peat is 
Guinness Mahon & Co merchant bankers, 
and in a mixed group this leads to com- 
plications. 

Note 1 (b) to the accounts records, of. 
Guinness Mahon and its subsidiaries, 
that ‘the information concerning these 
companies is included in the group ac- 
counts on the basis applicable to banking 
companies . . . and the profits, assets and 
liabilities have accordingly been dealt 
with separately on the basis set out in 
note 14 (b). 

And 14 (b) records that consolidated 


assets and liabilities of Guinness Mahon 


‘are not incorporated in detail in the 
group balance sheet but the investment ` 
has been shown at the book value of 
underlying net assets’. The consolidated 
balance sbeet of Guinness Mahon and its 
subsidiaries and related notes are separ- 
ately provided and ‘form part of these 
accounts’. 


` 


Banking profit 


In the profit and loss account, ‘Profit on 
banking after provision for taxation and 
transfers to contingency reserves, out of 
which provision has been made for any 
diminution in the value of assets’, is 
£919,000 against £3,630,000 of net pro- 
fits from the Peat end of the group. 

The trading divisions in the Peat end 
contributed profits to the following ex- 
tent: Commodity broking and dealing 
27 per cent; commodity processing 11 
per cent; general merchanting 13 per 

cent; chemical trading and manufacturing 
15 per cent; insurance broking 9 per cent; 
other broking activities g per cent; food 
distribution 11 per Cent . and other 


` activities 5 per cent. 
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Dover Engineering 


UERIED property values are be- 
Oe. a common feature in 
auditors’ reports. Reeves & Neylan 
report to shareholders in Dover Engineer- 
ing Group: ‘We are unable to form a 
professional opinion as to the amount \ 
of the general provision of {£650,000 | 
against property, stocks and work-in- 
progress although we believe it to be as 
realistic as it can be in the current 
state of the market in property.’ For 
similar reasons the auditors are unable 
to confirm that the amount of a 
mortgage loan is covered by the value of 
property held as security. 

Dover Engineering lost £117,985 pre- 
tax in the year to last March ~ £72,118 
on its main engineering interests with a 
turnover of some £4 million and £45,867 
on residential property development on a 
turnover of £154,700. On top of the 
operating loss there were exceptional 
items of £235,655, of which £186,779 
was ‘provision against interest and over- 
head charges allocated to work-in-pro- 
gress’ of the property company, and the 
balance reorganization and redundancy 
costs. The £650,000 is a general pro- 
vision over and above the specific 
£186,779 and is described by the chair- 
man as ‘a totally realistic write-down’ of 
the property: portfolio. 

The mortgage loan queried by the 
auditors stands, with accrued interest, 
at £55,046. Terms have been agreed 
for the disposal of a substantial part 
of the property subsidiary and of the 
group’s partnership share in a residential 
development. Shareholders are told ‘this 
leaves just-one large building site which 
it is hoped will be sold during the next 
few. weeks’. 


1973 
£000 


1974 
£000 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
Note 
2 


for the year ended 30th April 1974 


TURNOVER 


1973 
£000 
216 
36 





Profit 


1974 
£000 


1973 
£000 
371 
42 


Aid to Company Registration 


N 1973 over 3,000 companies were 

prosecuted for failing to file the neces- 
sary documents with the Registrar. The 
identification of erring companies has 
increased dramatically with the intro- 
duction of computers at Companies 
House. 

A new service designed to take on the 
burden of maintaining and filing those 
statutory documents required from firms 
has been introduced by Jordan & Sons 
Ltd. The Jordan Company System, as 
it is called, includes the preparation 
of registers, minutes of shareholders’ 
meetings and annual returns, filing of - 
returns, checking the company’s file at 
the Registry and ensuring legal time 
limits are met. 

A major advantage claimed for the 
system is that accountants and company 
“secretaries can divest themselves of these 
costly and time-consuming routine duties. 


Turnover 


1974 
£000 
323 
37 


WESTMINSTER AND COUNTRY PROPERTIES LIMITED AND SUBSIDIARIES: 


Turnover and Contribution to Group Profit before Taxation of Principal Activities 
Residential property 


EXTRACT FROM REPORT OF THE DIRECTORS 


Industrial and commercial property ` 


_ Property rentals 


684 
63 
332 
46 
£286 


946 
378 
157 
221 
Ap 
£176 


3 


Fully diluted earnings 


Profit attributable to the shareholders of Westminster and Country Properties Limited 
Basic earnings 


Dividends 
Profits retalned und uubforred to reserves 


Share of loss of associated company 
‘PROFIT BEFORE TAXATION 
Earnings per ordinary share of 25 pence 


Taxation 
PROFIT AFTER TAXATION 


TRADING PROFIT 
Minority interests 





252 
“402 
357 
759 

1,011 
(327) _ 
684 




















(562) 
946 


Industrial and commercial 


Residential 
Geographical Analysis of Turnover and Group Profit 


United Kingdom 


Interest charges (note 3) 
Jamaica 


Estate, development 
Less: 

Australia 

France 
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PROPERTY DEVELOPMENT TAXATION 
A GUIDE TO PART Ill OF THE FINANCE ACT 1974 
By M. C. D. ROBERTS, M.A., & D. ARTHUR, C.A. 


The legislation in Part TIY and Schedules 3 to 10 of the Finance Act 1974 is long and complex, and 
must of course be read in the context of the-earlier legislation, and particularly that on capital gains. 
In order that this booklet may be kept to a reasonable length it has been assumed that the reader 
is already familiar with this background. Chapters 1 and 4 deal respectively with the separate and 
distinct subjects of the tax on development gains and the charge to tax on first lettings.. Chapters 2 
. and 3 deal with indirect disposals through close land owning companies and land settlements. 
Attention is drawn particularly to the Glossary which lists the many technical terms used and 
defined in the Act. Some of these definitions are unfortunately at variance with the meanings of 
words adopted elsewhere in the Taxes Acts or even in other parts of the Finance Act 1974. This 
inevitably creates pitfalls for the unwary, and makes discussion and communication more difficult. 


Price £2 net ` £2°15 by post UK 64 pages Fully Referenced 
PUBLISHED FOR THE INSTITUTE OF “CHARTERED ACCOUNTANTS OF SCOTLAND 


Gee & Co (Publishers) Limited (Pubtishers of he the Accountant’) 
151 STRAND, LONDON WC2R 1JJ - 01-836 0832 l 





COMPANY AUDITING: 
Concepts and Practices 


THOMAS A. LEE, M.Sc., C.A. A.T.LI. 
PRICE £2°50 net £275 Post U.K. 194 PAGES and INDEX 


‘Company Auditing : Concepts and Practices’ is neither traditional text nor academic theorizing, 
but an attempt to highlight the inter-relatiónship of accounting and auditing, of theory and 
.. z practice. With its original approach, geared to the importance of today’s auditor, it comple- 
a ments the traditional textbook. The human qualities and relationships required of the auditor 
: ‘receive due mention, 
The book is both a springboard for further study and an expanded checklist, depending on 
whether its readers are students or practitioners of accounting. It should prove valuable to 
the following: 


(a) chartered accountant aiudem studying for their professional examinations; S 
(b) professional accountancy firms conducting internal staff training schemes; 
(c) practising accountants ; 


(d) university or college students taking foundation courses in auditing; and 
(e) company managers, investors.and others interested in company accounts. 


_ PUBLISHED FOR 


The Institute of eae eg CH "Aë 
Chartered Accountants of Scotland 


Gee & Co (Publishers) Limited. 


151 STRAND, LONDON WC2R 1JJ 
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the horror of reduced circumstances, 
We help people who have practically nothing — except 

* INEXPENSIVE: 
e ACCURATE 


. Memories of happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with, a Covenant, 
After all, what greater gift can there be than giving’ another 
elderly person something to Eve for? 
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N the aftermath of the General 

Election financial markets have per- 
farmed with reasonable steadiness. 
The theory that a Labour Government 
with an overall majority of three will 
not be a government of extreme 
appears to be a comforting one.. 

That theory,’ leading to the view 
that action will be ‘taken despite 


extremist opposition to ease financial ` 


pressures on industry, helped to keep 
the stock market tone relatively firm 
despite new development of financial 
trouble in fringe insurance and banking 
areas. 
London Indemnity.& General’s par- 
ticular problems in having been the 
first’ to launch heavily into income 
bonds and thereby the first to come 
under withdrawal pressure for better . 
yielding re-investment, inevitably led 
to reports of more trouble elsewhere. 
Pending sale of the Welfare Insurance 
company to the London & Man- 
. chester group was a timely announce- 
. ment. 
. London” Indemnity &' General's : 
troubles stem from the collapse of the 
stock market and the vicious rise in 
interest rates, and also from the 
-extremely generous withdrawal terms 
offered bondholders. Those terms 
could only have been justified and 
met in a still growing stock market. 
When the bulk of. the company’s 
business is in this particular. area 
and the stock market collapses, trouble 
is inevitable. l 


HAWKS AND DOVES 


For the insurance, industry this kind 
, of trouble divides members between 
being hawks and doves. The doves 
favour a rescue operation, not neces-~ 
sarily for the sake of the company 
concerned but for the good name of 
the insurance industry and the good- 
will of bondholders and policyholders. 
The hawks favour letting a troubled 
company fail so as to ram home the 
lesson that insurance has to be left 
in the hands of the -trusted and tried 
who: know the business and while 
prepared to market new schemes and 
plans, would never make a tax loop- 
hole the means of creating a dominat- 
ing degree of business in one sector. 
‘ The hawkish ‘argument is- that 


and Mergers he writes: 
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Vehicle & General was allowed to 
fail, so why not London Indemnity & 
General? But that view ignores the 
difference between losing one year's 
motor premium and losing a lifetime's’ 


savings, however unwisely they may ` 


have been committed to one single 
scheme. 

Neutrals may- consider that both 
hawks and doves could do worse 
than combine in a much tighter 
policing of the insurance industry, 
particularly at the fringe. 


CONFIDENCE 


At a time when City thinking moves 
towards the establishment of a London 
counterpart of the American Securi- 
ties and Exchange Commission, Lord 
Shawcross strongly reaffirms his con- 
fidence In the -City’s ability to rule 
itself. In a foreword to the annual 
report of The Panel on Take-overs 
‘At a time 
when existing institutions, and ar- 
rangements are’ under attack, often. 
for no better reason than that.they are 
existing and so regarded as.part of an 
“establishment” which should be des- 
troyed, it is right to emphasize the 
high degree of success which self- 
H 
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regulation and discipline 4 have 
achieved.’ 
‘Statutory regulations administered 
by legal authorities can at best lay 


down minimum standards which come 


To be regarded ‘as the maximum of 


what: is ‘required. Lawyers, Lord 
Shawcross writes (and he should 
know), ‘exercise their ingenuity in 
finding ways of avoiding or-by-passing 


‘the application of the legal rules’. 


Statute law’ applies to very many 
aspects of company activity including 
mergers and take-overs;. ‘but what is 
regarded as good ethical practice has 
in this field gone far ahead of what 
Parliament has or indeed ever could 
lay down’. . 

Many abuses which occurred before 
the formation of the. City Panel 
ċould not in practice have been 
avoided by statutory . regulation, but 
‘since the Panel asserted its dis- 
cipline they have, for the most part, 
ceased to exist’. 

. Every working day the Panel execu- 
tive makes some 30 to 40 rulings; 
only 6 or 7 a year are disputed and an 


- even’smaller number go to the appeal 


committee after hearing by the main 
Panel. 


Rates and Prices de 


Closing prices, Tuesday, October 22nd, 1974 


Bank of England Minimum Lending Rate 


195-1 196-8 203-5 206-4 208-5 


Money Rates 


Oct. 19,1973 ..114% ° April 5, 1974 ..124% Day'to day 8 —104% Bank Bills 
Nov. 13,1973 ..13 % April 11,1974 ..12 %. 7 days 9 A1 % 2 months. 118-113% 
Jan. 4,1974  ..123% May 24,1974 ..118% Fine Trade Bills 3 months 114-114% 
Feb.1,1974 ..1234% Sept. 20, 1974 ..114% 1 month .. 124% 4months 12 -114% 
Š% 2 2 months .. 122% 6 months 124-123% 
: kb 3 months.. 13 % i ; 
Finance House Base Rate 
October 1st, 1974, 124% Three Months’ Rates n 
: : Local authority deposits i 13-11 3% 
d z Local authority bonds | 134-1134% 
FT Industrial Ordinary Index Sterling deposit certificates- 118-113% 
October 22nd, 1974, 204-9 . Euro-sterling deposits 113-114% 
Euro-dollar deposits 104-11 % 
Gah ` Treasury Bills ; Foreign Exchanges ` ; 3 
Aug. 16.. £11-2415%. Sept.20.. £10-9593% New York .. 2:3295 Frankfurt... 6-0250 
Aug. 23... £11-2457% Sept.27...£10:9764% Montreal 2:2925 Milan ;.. 1558-50 
Aug. 30.. £11-2460% Oct.4 .. £10-9795% Amsterdam 6-1650 Oslo 12:8750 
Sept. 6 .. £11-2348% Oct.11 .. £10:9495% Brussels .. 89-6500 Paris 11-0200 
Sept. 13.. £11:0868% Oct.18.. £1 0:8850% Copenhagen 14-0050 Zürich 6:7050- 
i dr LA l Gilt-edged . ' d 
‘Consols 4% ae is 258 Treasury 9% 1994 Gs a: . 59 
Consols 24% .. . i. > 15% Treasury 84% 84-86' .. . .. ey AE 
Conversion 33% 222 Treasury 84% 87-90 62% 
Funding 34% 99-04 .. Si .. 26% Treasury 64% 1976 D ER ,, 944 
Funding 514% 78-80 .. ae ee 794 Treasury 34% 77-80 >.. 0 e 752 
Funding 54% 82-84 ~.e 664 Treasury 34% 79-81 .. z . 72} 
Funding 53% 87-91 .. 46i Treasury 5% 86-89 -44% 
Funding 8% 1993 dek 45 Treasury 53% 08-12 .. Sé , (38% 
Funding 64% 85-87 ..` ds .. 574 Treasury 23% .. D se (ge) 15K 
Savings 3% 65-75 ... Ei ‘4. 94  Victéry 4% ‘ie we” e 984. 
Keser 94% 1999 © . 634 ` War Loan 32% . s3 naia 234 
Retail Price Index (Jan 1962==100) Ke 
: Jan. Feb. Mar. April ‘May June July’ Aug. Sept. Oct. Nov. Dee, 
1971 © 147-0 147-8 149-0 152-2 153-2 154-3 .155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3 161-8 162:6 163-7 164:2 165-5 166-4 168-7 169-3 170-2 
1973 (171-3 172-4 173-4 1767 178-0 178-9 1797 180-2 181-8 185- “47 186-8 188-2 
1974 | 191-8 210-4 210-6 212:9 . ` 








Stock Market 
Improvement 


URING last week the Financial Times industrial 

ordinary share index rose 19-4 points to close at 
210-3. This is the biggest rise in, a week since May 
1973 and. was prompted by two main reasons: (x1) the better 
` performance of Wall Stree: triggered off by new cuts in 
bank prime interest rates; and (2) hopes connected with 
Mr Denis Healey’s forthcoming Budget on November 
rath. 


Both the Prime Minister and Mr Healey have recently 
been talking to industry in. more soothing tones. It is 
_ being realized that much of the bigger profits shown by 


some sectors of industry is not trading profit at all, which ` 


may be quite meagre, but merely an increase in the value of 
trading stock which can be highly vulnerable to'a fall. 
Accordingly, there is speculation that; as in the United 


States and Sweden, we may shortly see stock profits taxed’ 


at a lower rate than trading profits. 


The higher taxes on industry imposed by the Finance 
, Act 1974 and the call for earlier payment of more ‘advance 
corporation tax have placed some companies in a precarious 
liquidity position which threatens more redundancies. and 
quite massive unemployment. The Trades Union Congress 
is said to have leaked that Mr Healey has said he will 
réflate the economy by some £3,000 million over the years 
in anticipation of coming North Sea oil profits. This has 


led to suggestions that in the forthcoming Budget the cuts. 


in corporate taxation may be as high as £1,000 million 
and the cut in corporation tax alone over ‘£200 million. But 
at this stage these are only possibilities. 


> Itis also hoped that in the Budget profits and price controls 
will be relaxed and that scmething will be done about the 
provision whereby companies must absorb half their 
. higher wage costs. With social contracts, such as Fords, 

` being made at between 20 and 30 per cent above present 
levels, this would seem to be a ‘must’. 


. Nevertheless, it is of paramount importance that the 
forthcoming tax cuts will be such as not to damage foreign 
` confidence in the £ cr reduce the flow of Arab oil money 
to. Britain. The £ is already weak and Britain cannot 
afford a run on it. Investors would, therefore, be well 
advised to wait and. see what. effect the- Budget has on 
share prices before making any substantial purchase. 
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Below are , selections of British Funds and fixed interest 
stocks : 


British Funds 8 
‘1974 


Yield Yield 
Price (flat) (red'n) High Low 

Treasury 113 per cent ` i i Kees 

1979 ` H 98 11-78 12:20 TOO 97, 
Treasury 3 per cont 1979 më 3:92 904 "mp 65 
Electric 44 per cent i H 

1974-79 Ne a 79 5:37 9-67 80 89, 
Treasury 5 per ‘cent 

1986-89 ` .. A — 1107 1371 80 - 69 


Fixed Interest Stocks (Industrial, Commercial) 


Yield ` 1974 
Price (flat) High Low 
Lloyds Bank 74 cnv` per cent i : 
loan 1984 .. e 65. 115 100 65 
Arthur Guinness 73 per cent loan i 
- 2001 .. ii 46 16-8 61 46 
Associated Portland ement 104 ; 
per cent debenture 1994—99 . 62 16-0 
Beechem 62 per cent ZC? $ 
11-5 64 54 


1978-83 di pi d 54. 


. Ordinary Shares 


It will be well to watch the e of ordinary shares . 
following the autumn Budget. If the Budget is well. 
received by the City and the course of interest rates con- 
tinues to fall in America, then it may be that ordinary shares 
will continue their recent upward trend for some little time. 
If, or: the other hand, the Budget is badly received by the 
City on the view that the tax cuts will weaken the pound 
still Zuber, then the small amount of ground already 
recovered may be lost and banks and financial institutions 
may slide even further. 


Tte following ordinary. shares may be considered if, 
following the Budget, the trend for them is to pick up 
further: f 


, PE 1974 
s : Price Yield Ratio High Low `. 
Office & Electronic ‘ i $ 
„ Machines 25p shares 21 12:8 4-0 71 32 
Glaxo 50p shares =. 220 51 68 An 188 
Ozalid 25p shares ` 107 66 6-7 192 100 
Marks & Spencer 122 72 10:9 226 107 


Office & Electronic Machines 

This company usually manages to give a good account of 
itsel7, and is currently doing well and optimistic about the 
future. Results for the half-year ended June 30th, were 
slightly better than for the corresponding period last year.. ` 
Turnover for the first three months of the second half has 
been ‘most encouraging’; the company is in a strong liquid ` 
position and results for the full year will be as good as, if not 
better than, last year. 


Glaxo ‘ 

Profits of this well- Goen company for the full. -year ended 
June 30th last have risen from £33-6 million to £4347 
million, before tax, and from {18:66 million to {22-21 
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million after tax. .. While United d Kingdom sales kocsi by - 
only one per cent, overseas sales increased by 24 per cent. 
This is a growth company and Ge has E good. 


` Ozalid l i S 


This company is niang to do vel with pre-tax profit , 
for the first half of 1974 up from £3-309 million to £4-573 

million. The trend towards greater sales overseas has. 
continued and the directors are confident that new business 

will ensure the continued growth of home business. 


OR 
` 


“Tue Provincia, Bon po Society has 


introduced a new contract linked to Save- 


‘As-You-Earn, For each {60 invested at - 


the outset, {1 per month will be invested 
in a SAYE contract over a ners 
period. i 

~ The capital sum, which diminishes as 
contributions are made to SAYE, will 
receive the same rate of interest as paid-up 
shares, and this will accumulate so that 
interest will continue to be payable after 
the first’ five years. Provided no cash is 
withdrawn during the first seven years, 
not only will there be the usual advantages 
from the SAYE contract, but a bonus will 
be paid in connection with the account 
into- which the original capital is paid. 


The bonus will be equal to 25 per cent _ 
of all the interest credited over the seven- ` 
year period. If the current rate of interest - 


of 7'5 per cent should apply throughout 


the seven-year period, an investor would © 


receive the equivalent of 8.80 per cent 
per annum, free from basic rate tax. But 


it has to be remembered that this bonus. _ 
will be paid only if no withdrawals are ` 


made during the first seven years. 


k & & 


THE majority of those who apply for life 
assurance are accepted as. ‘first-class 
lives’ at standard rates of premium: Many 
companies find that between go per cent 
and o per cent of all proposers fall into 


that category. But, inevitably, there are ` 


some proposers with quite serious health 
problems for whom special rating of one 
kind or another is necessary. Over’ the 
years: considerable ` progress has . been 
made so that those who, in the past, 
. might have been looked upon as being 
unacceptable are now acceptable, subject 
to a higher premium or 3 debt being 
imposed on the policy. 
* Hodge Life Assurance Co, a member of 


the Standard and Chartered Banking ` 
Group, is interested in seeing proposals - 
for impaired lives.. Recently, it issued a ` 


booklet on the undérwriting of impaired 
lives, explaining some of the background 
to this specialist subject. While each case 
is individual and is treated strictly on its 
own merit, the company has included 
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Marks & SC 


573 + 


This well-known. company needs no ; intrdduction. For the 
26 weeks: ended September 28th. last, sales increased by 


` ` nearly £63 million but profit before taxation was up by only 
o-2 per cent and after taxation by or per cent. The main 


examples of case histories in the booklet. 


It claims that this is the first time that ` 


a company has published a. booklet 
along these lines. 


& & & 


Onty recently has the first annual report 


of the Hill Samuel Managed Fund been 


published. This covers the period ending 
March 31st, 1974. During most of the 
period under review, the fund was fully 
invested, and the offer, price of the units 
fell by 3-4 per cent. If adjustment is made 
for the net income for the period retained 
in the Fund, the fall in the capital value of 
the units was 5'5 Der Cent, i 

The managers have said that they will 
continue to adopt'a flexible approach, 
with a view to taking advantage of short- 
term anomalies, while endeavouring to 
remain in a position to derive the maxi- 


mum benefit from changes i in SEN 


term trends. 


& & & 


Tue latest report from the managers of 


` the M & G American and General Fund 
says that, since the last half-yearly report, . 


the price of the units fell by 23 per cent.: 


The report describes the last 24 years as , 


‘a ‘disastrous period’ .for investors. in 
American equities , and, indeed, for 
investors in the. equity markets of most 


other countries. 


The fall in the US market since the 
inception of the Fund in December 1972 


- varies between about one quarter to 


hearly a half, dependent on which index is 
considered to be representative... The. 


. value of the Fund is down by almost 


exactly so per cent. _ 
The managers say that the deter- 


‘mination of the Americans to control 
inflation augurs well for the level of 


equity and bond prices in the long run; 
but the short-term repercussions could 


have an unfavourable impact on corpora- , 


tions and their shareholders. The mana- 
gers point out that,-when investment 
opportunity in the ‘USA is- assessed 
relative to that of most other western 
economies, certain strengths are evident. 

Ge these are the balance of pay-' 


reason for this is the arbitrary reduction of 10 per cent in 
the company’s rate of gross profits. The reason for the 
inclusion of the company’s shares in this selection is the 
expectation that the forthcoming Budget will i ore the 
‘company’s profit rate. ; 


ments and trade,’ agricultural capability’ 
availability of most natural resources? ` 
and a reasonable position vis-à-vis the 
Arab oil squeeze. They should lead to 
some return of confidence in the US 
dollar, which has been so weak for the ` 
past three years and which is now. 
modestly valued by traditional standards. 

The managers have always financed 
part of the Fund’s portfolio through the 
medium of back-to-back: loans: These do 
not introduce any direct gearing into the 
Fund, but provide protection against 
sharp fluctuations in the level of, the 
investment dollar premium itself and 
avoid the 25 per cent surrender penalty 
on switching. Currently, the Fund is 
using back-to-back loans for about oo 
per-cent of the portfolio, and the borrow- 
ings are denominated in US dollars 
against roughly the same percentage 
invested in US dollar stocks. The loan 
is more than covered as to the minimum , 
additional 15 per cent requirement, and 
the amount of sterling deposited more - 
than matches the repayment cost of the 
loan. 


ZS & 4 


Latest distribution from Save and 
Prosper Securities’ General Units for the 
six months to July 31st is 63p per 100 
units, making a 1974 total of 120p, 
compared with rosp last year.. The 
increased distribution reflects the high 
interest rates earned on the Fund’s 
money held on deposit. 

Over the period covered by the latest 
half-yearly report, the managérs made. 
only minor changes to the basic structure 
of the portfolio. Liquidity, however, was 
increased from 8-5 per cent to 12-4 per 
cent-of the Fund in view of the prevailing 
unsettled investment climate. ; 

In his report to unit holders, Mr David 
Maitiand, managing director of Save and 
Prosper Securities, says that the managers 
intend to continue to concentrate on 
good quality companies which should be 


“less sensitive to domestic pressures and 


are well placed to -benefit from any 
longer-term improvement in economic 
conditions. ` Š 
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Staff Canteen Registered in Error 


J been refus application fcr retrospective deregistration has 
been refused, following the Birmingham VAT Tribunal’s 
decision in the Summerfield : case (BIR/74/24, The Accountant, 
SE roth). 

In the present case, G, the nominal appellant, was chairman 
of a voluntary committee running a staff restaurant. The 
restaurant had been registered for VAT purposes from April 
1st, 1973 — a mistaken decision, the Tribunal was told — and the 
committee subsequently sought deregistration retrospective to 
the same date. 

For the committee, it was argued that they were in the 
position of amateurs rurning a business, and they had made a 
mistake; on the authority of Bell v. Lever Bros Lid ([1932] AC 
161), “f mistaxe operates at all, it operates so as to negative or 
in some cases to nullify consent’. The Commissioners, on thé 
other hand, contended that they were precluded by virtue of the 
relevant statutory provisions in the Finance Act 1972 from 
considering an application for deregistration in advance of the 
date on which it was first received — agreed, for the present case, 
as September 27th, 1973. 

Upholding the Commissioners’ position, the Tribunal 
unanimously concluded that the decision to register — even if 
taken without due regard for its implications — had been taken 
deliberately by G and kis committee. It was impossible to say 
that there had been such a mistake as to vitiate the whole of the 
registration procedure. The Commissioners had properly 
exercised their discretion, s> far as it lay with them, and the 
appellants must abide by the consequences of their registration 
in respect of the period April 1st to September 27th, 1973. 


Goodyear v. Customs and Excise. (Tribunal reference 


` BIR/73/43). 


. Tribunal recently expressed itself ‘not satisfied . . 
` specified supply is an exempt supply of services by virtue of 


‘Harbourside Toll Not 
“Right Over Land’ 


OLLS levied by the trustees of Mevagissey Harbour, 
under powers contained in an Act of Parliament, on, vehicles 
crossing the quays or parking there are not the grant of a right 
over land, or of a licence to occupy land. The Birmingham VAT 
. that the 


item 1 of group 1 of Schedu-e 5 to the Finance Act 1972’. 
For the harbour trustees, it was argued that the toll was 


‘collected from motorists entering the harbour works for any 


purpose — e.Z., whether to gain access to property, to load or 
unload a vessel, to purchase fish or merely to cross the quay en 
route from one public highway to another A motorist might 


` park his car on the quay, if space was available, at no extra 


` charge; but, the toll conferred no specific right of car parking, 


and the harbour master was empowered to remove vehicles if 
space were reeded for port activities such as the unloading of 
fish. The toll was charged, it was said, for the grant of a right 
over land for a limited period (the day of issue of the ticket). 
Counsel or the Commissioners of Customs and Excise 


ACCOUNTANT 


October 24th, 1974 


claimed that, in relation to a taxing statute, the onus was on the 
appellant to bring himself within a specific exemption; and that - 
the toll. was in substance for car parking facilities, which were 
excluded from the exemption by item 1 (c) of group 1 of . 
Schedule 5. Further, on the authority of Lavery v. Pursell 
((1888) 39 Ch.D 517) and Bird v. Great Eastern Railway 
(1865) 19 CBNS 268), permission to come on to land was not a 
grant of an interest in land; a right over land was a right at- . 
taching to the land, and not a mere permission. 

The issue of a toll ticket, the Tribunal concluded, was merely 
the personal right granted to the motorist to make use of the 
facilities provided by the harbour trustees. The question of 
whether the trustees granted ‘facilities for r parking a vehicle’ did ` 
not arise for decision. ` 


Trustees of Mevagissey Harbour v. Customs and Excise 
(Tribunal reference BIR/74/14). 


Houseboat Not a ‘Ship’ 


HOUSEBOAT, the: London VAT Tribunal has decided, 
is not a ‘ship’ for the purposes of group 10 of Schedule 4 
to the Finance Act 1972. 

The vessel consisted of ‘a rectangular one-storey super- 
structure, erected on twin catamaran hulls’..She had no engine, 
no sails, no provision of any sort for navigation and no steering; 
she could be moved only. by towing. As the Tribunal found: 

‘She could not, in our view, in any sense be described as a 
seaworthy craft .., she floats and is designed to spend her life 
on water, but that seems to be about all. She is not designed and 
is not suitable for the transport of persons or goods; she is not 
in any sense a navigable craft; she is designed for permanent 


` attachment to the shore and cannot keep the sea (or any other 


open water). even at anchor; she does no business on great 
waters. In our view, such: a vessel is not a ship’. 


Hagenbach v. Customs and Excise (Tribunal ‘reference 
LO aler, . ` , 


‘Alterations’: . Test of Substance 


LTERATIONS to windows, consisting in some cases of the 

replacement of opaque by clear glass and in others of the 
substitution of a single pane for several smaller panes, have been 
held not to affect the structure or building in which those 
windows were situated. The total cost of the work, excluding 
VAT, was approximately £50. 

In a case before the Leeds VAT Tribunal, the taxpayer . 
argued that the work constituted ‘alterations’ within the meaning 
of item 2, group 8; of Schedule 4 to the Finance Act 1972. None 
of the windows involved had been cracked or otherwise in need 
of repair, and the work was not ‘work of repair or maintenance’. 

The Tribunal reached ‘unanimously and with little difficulty’ 
the conclusion that the work was not of a substantial nature, and 
did not constitute ‘alteration’ of a building so as to qualify for ` 
zero-rating. Even without the authority of the Rentokil and 

Nordic Saunas cases. (The Accountant, May 17th,, 1973, and 
February 21st, 1974) the Tribunal would have had no difficulty 
or hesitation in reaching the same decision. i 


Nicholson v. Customs and Excise (Tribunal reference 
LEE/74/32). 


Appeal Dismissed: No Jurisdiction 


PPEAL lies to a VAT Tribunal only on the specific grounds... 
provided in section 40 (1) of the Finance Act 1972. Where 
some such ground cannot be shown, the appeal must be struck 
out. 
On july, 31st, 1974, the present appellant furnished to the 





Commissioners a return showing that value added tax of £61°35 
was due in respect of a business, which had formerly been carried 
on by him, of dealing in second-hand motor-cars. In effect it 
was against this return that the appellant purported to bring an 
appeal. He did not seek to deny that the figures were correct, 
but pointed out that he had never been able to collect the 
amount of VAT to which the return related from his customers, 
and that on this account he had been driven out of business. 

He sought the help of the Tribunal, and contended that he 
should be allowed to set off expenses properly incurred in his 
business against the tax claimed. 

The Tribunal concluded that it had no alternative but to 
strike out the appeal because there was no ground under section 
40 (1) of the Finance Act 1972 under which it could possibly 
fall. At the same time, it expressed sympathy with the appellant 
in his predicament. 


Morris v. Customs and Excise (‘Tribunal reference LON /74/71). 


Golf Course: ‘Interest in Land’ 


HE appellant golf club occupied common land under the 
terms of a licence from the local authority as owner of the 
fee simple. Under the rules of the club, there were several 
categories of membership, ranging from full members who paid 
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Surcharge on Advance Corporation Tax 


Sir, — I have been surprised that none of your correspondents 
have, as yet, commented on the accounting treatment of the 
additional payment of 50 per cent of advance corporation tax 
which is due on or after September rst, 1974. In accounts 
completed prior to the Royal Assent to the Finance Act on 
July 31st, 1974, it was considered that no provision or note 
should be made of the potential additional payment, since the 
clause in question had no statutory eflect. 

There are three possible methods by which the additional 
payment could be reflected in accounts: 


(a) It could be added to the liability for advance corporation 
tax and shown as a current asset, since it is in all cases 
repayable; 

: (b) It could be noted on the accounts without any provision 
being made; 

(c) It could be ignored altogether on the grounds that the 
amount concerned is merely a compulsory deposit with 
the Government, will be refunded in the future, and is not 
relevant to the accounts being prepared. 


The additional payment is only payable in respect of advance 
corporation tax due in the financial year 1974. It is, therefore, 
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a subscription of £37 per annum to non-playing members who i 


paid only £6. 

It was argued that the essential purpose of the club’s existence 
was the playing of golf; that playing members of the club had 
exclusive rights to play golf over the land; and that the pre- 


ponderant part of a playing member’s subscription was attri- 


butable to the playing of golf. These rights, stemming from the 
terms of the licence granted to the club, were claimed to 


constitute a right over land, and also a licence to occupy land, ` 


and therefore entitled to VAT exemption under item 1 of 
group 1 of Schedule 5 to the Finance Act 1972. 


The Tribunal, while reaching no conclusion on whether or $ 


not the licence was the grant of an ‘interest in land’, held that 
its effect was to grant a right over land and, on balance, a licence 
to occupy the land. However, this did not reflect the relationship 
between individual members and the club. Before a member 
could play golf, many duties would have been fulfilled and many 


services performed by or on behalf of the club; what each mem. ` 
ber received for his subscription was ‘a bag of mixed services ` 
which cannot readily be severed from each other’ and which fell - 
properly within section 5 (8) of the Finance Act 1972. The claim ` 


for exemption therefore failed. 


Edis (Secretary of Banstead Downs Golf Club) v. Customs and — 


Excise (‘Tribunal reference LON/74/21). 


very much a temporary imposition of an economic nature, and ` 


not an integral part of the UK taxation system. It can best be 
compared with the import deposit scheme. 
I shall be pleased to hear whether any of your readers have 


reached a decision as to which of these three possible methods is ` 
most appropriate, or whether they have a further solution which - 


they would like to throw into the debate. 
Yours faithfully, 
London ECI. KENNETH A. SHERWOOD, F.c.a. 
Centenary of The Accountant 
Sir, — My partners and I have noted with interest that Howard, 


Tilly & Co first advertised in your journal 100 years ago. The — 


first item in your first edition, reproduced in the front of your 
Centenary Issue [October 3rd] is a notice published by J. H. 
Tilly, one of our founders. 

Mr Tilly went on to become a member of the first Council of 
the English Institute in 1880 and continued to expand his 
practice until he retired in 1907. Our link with him is much 


closer than the passage of time might suggest, as Bernard ` 


Cornes, who is still active today, was originally in partnership 
with Frank Brown, who became a partner of Tilly in 1896, 


I note, incidentally, that in the notice Mr Tilly made himself 
responsible for the debts of the partnership. If, therefore, by 


some chance the original notice was never paid for, upon — 


receipt of a copy invoice we should be happy to settle it! 
Yours faithfully, 


London WCr. JOHN COX, M.A., F.C.A. 
[The destruction of many of our early records during the 
Second World War unfortunately makes it impossible for us to 


verify Mr Cox’s concluding reference — much as we appreciate the 
kind thought. — EDITOR. ] 
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STUDENT ROUNDABOUT 


More Comment on 


Solomons 


Among the papers at the ABAE conference on the Solomons report 
at Birmingham last month (The Accountant, September 26th) was 
that prepared by the Council of Departments of Accounting Studies 
(CODAS). The main points of the paper, reproduced below, draw 
some interesting conclusions on the report. 


HESE comments by the Council 

of Departments of Accounting Studies 
(CODAS), upon the recommendations 
in the Solomons Report are submitted 
after preliminary consultation with the 
CODAS membership and result from a 
draft circulated to 58 degree-level ac- 
counting teaching institutions. 

In general, CODAS members warmly 
welcome the report and note the extent 
to which Professor Solomons’? recom- 
mendations are in agreement with those 
put forward by CODAS. 


Into the year 2000 


Professor Solomons has explicitly chosen 
to emphasize the medium-term period 
of up to 15 years ahead. We appreciate 
the problems of predicting ‘the account- 
ing environment’ beyond the year 2000, 
and even up to that date, and therefore 
the nature of the long-run demand for 
‘accounting services’. Nevertheless, en- 
trants to the profession today will have 
careers stretching well into the 21st 
century. 

Our view, therefore, is that the most 
effective way to prepare accountants to 
adapt to uncertainty and, as yet, un- 
known change, is to give all entrants an 
accounting education defined as follows: 

‘studies that include basic accounting 

method, but which cc.ncentrate upon 

the search for understanding the role 
of accounting, the problems of choice 

(and their eftects) raised by the exist- 

ence of alternative accounting concepts, 

methods, and practices, and the inter- 
relationship and adaptation of other 
skills and disciplines to accounting 

(law, economics, quantitative analysis, 

behavioural studies, etc)’. 

CODAS members suggest that it is vital 
that the accountancy profession adapts 
its policies for education and training 
to the expectation that, not only should 
all entrants enjoy a  degree-level 


education, but that they should also 
receive a rising standard of accounting 
education. Both these educational ob- 
jectives can be achieved within a ‘rele- 
vant degree’ scheme. 

The recommendation for full-time 
graduate conversion courses in univer- 
sities and polytechnics of the order of 
twelve months, leading to the award 
of a postgraduate diploma is welcomed. 
Ideally, we think, these should be of 
longer duration for graduates with a 
degree not related to accounting or other 
relevant social sciences. 


Arrangements for non-graduates 


should, in the opinion of CODAS mem- 
bers, be recognized as supplementary 
and secondary to these main intentions 
and regarded as transitional and strictly 
short-term. 

While members of CODAS welcome 
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Professor Solomons’ proposal that non- 
graduate entrants to the accountancy 
profession should undertake a minimum 
of two years’ full-time study at a 
university or polytechnic before entry 
into accounting training, they feel con- 
siderable anxiety, for the reasons stated 
above, about the heavy emphasis placed 
upon the Dip.H.E. in the Report. 

The curriculum proposed for the 
two-year Dip.H.E. course, while it is 
admirable in intention, and is recog- 
nized to possess many desirable features, 
would nevertheless represent too large 
a coverage for effective teaching. 

These anxieties are particularly serious 
because Professor Solomons describes 
his curriculum as a minimum require- 
ment. CODAS members take the view 
that it is excessive for a two-year 
course, and unduly specialist in relation 
to three-year honours degree courses 
which aim to provide education over a 
wider field. 


Model curriculum 

In addition, it is inappropriate to 
introduce a detailed ‘model curriculum’ 
both within the general context of higher 
education, and within the present par- 
ticular context of the gradual emergence 
of accounting as a discipline. 

Professor Solomons has assured us. 
that our fears of an imposed syllabus are 
unfounded and that his purpose was 
merely to show that this content could 
be fitted .into a two-year course. In 
our opinion he has in fact demonstrated 
that this cannot be done satisfactorily. 
Again, the ‘proposed curriculum’ sud- 
denly emerges in Chapter VIII of the 
Report. It would surely have been of 


Familiar Faces at The Accountant's Centenary Reception and Cocktail party held last Friday 
at Stationers’ Hall, /eft to right: Paul Hendrick, ACASS President, Andy Pott, Secretary, Janet 
Dyke, Administration Secretary, Ruth Naftalin, Member, LDS/CASSL Conciliation Committee, 
and lan du Pré, A.C.A., an ACASS Counsellor, 
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assistance if more information had been 
given about its derivation, in terms of 
argument and the Inquiry’s researches. 


Practical instruction centres 


CODAS members welcome the proposal 
for the setting up of ‘Practical In- 
struction Centres’ (together with the 
idea of a test of professional competence) 
in which practical instruction is given to 
graduate entrants after their basic rele- 
vant education. 

There is a strong feeling that full con- 
sideration should be given to the setting 
up of such centres on a regional basis, 
closely associated with all the poly- 
technics and universities within each 
region. By this means it is felt that the 
profession would at last fashion a secure 
basis for itself with the educational 
institutions. 

It is regarded as critical at this stage 
in the development of accounting as a 
profession and as a discipline that the 
relationship between the academic in- 
stitutions and the professional bodies 
be close so that they may influence one 
another in achieving a common goal. 

We have already stressed that CODAS 
members are conscious of the need to 
establish accounting as a subject for 
academic study and as a branch of 
knowledge and field for research fully 
equal in its own right with other dis- 
ciplines in the social sciences. 

This is particularly relevant to work at 
graduate and higher degree level. Some 
foundations for such status have already 
been laid and are clearly evidenced by the 
growing body of accounting and finance 
research inquiry and writings within the 
United Kingdom. 

We strongly advise the profession to 
develop its proposals for PQE also within 
the above context and not to regard it 
only as a process of the up-dating of 
‘factual’ knowledge and practice. 


Financing of accounting students 


Clearly, finance for accounting education 
is a vital precondition for its further 
development in both its teaching and 
research aspects and it is recommended 
that the accountancy profession, as a 
whole, should negotiate with the Govern- 
ment at a very high level on all such 
matters. 

A particular urgent instance concerns 
the full-time graduate conversion courses. 
CODAS members feel that many more 
places on such courses can be provided 
for if and when the student finance 
becomes available. 

Professor Solomons has noted that 
‘the grant system should reflect what is 
educationally desirable, not the other way 
round’, but it is not clear that such a 
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line is a practical one in the shorter 
run. However, if such graduates have 
‘good degrees’ there should be a case 
to be made for a greatly increased 
number of SSRC awards. 

On accounting technicians, we think 
that a resolution of the question as to 
whether the profession is to have a two- 
tier basis is vital to the question of its 
whole educational arrangements, includ- 
ing curriculum matters. 

We regret that a definite decision has 
not yet been made on this matter and 
that the Solomons Report does not 
examine the interdependence between 
the whole arrangements for professional 
education and the existence (or not) of 












an ‘Accounting Technician’ qualification, 
The following further problems we 
consider to be of a critical nature in the 
context of the Solomons Report requiring 
further attention. Where appropriate, we 
would be very willing to co-operate with | 
the professional bodies, as a matter of 
urgency, in attempting to arrive at solu- 
tions to them, possibly through joint 
working parties: 22 
(i) future relationships between the 7 
accountancy profession, polytech- 
nics and universities; si 
(ii) nature and content of the ac- 
counting curriculum; S 
(iii) financing of accounting students; 
(iv) accounting technicians. 3 
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CASSL’S Canadian Visit 


Malcolm Angell, CASSL Chairman, and Anthony Cory-Wright, 





CASSL Secretary, who are visiting Toronto as guests of the 


Chartered Accountants’ Students’ Association of Ontario (CASAO) 





until this week-end, have sent ‘Roundabout’ the following exclusive ` — 
dispatch on their initial impressions on education and training there. ` 


Toronto, October 17th 


SraRTING salaries for accountancy 
students here range from $7,500 to 
$10,000. There are no training contracts 
and this tends to bring salaries on a par 
with those in commerce. Recent radical 
changes in education require 45 ‘relevant’ 
credits plus compulsory attendance at a 
four-week accountancy course prior to 
taking the final exams. 

These are but some of the main facts 
of Canadian student life we learned soon 
after our arrival on October rith. A 
full report on our visit will appear in an 
early edition of The Accountant. 

Despite the staff dispute at Heathrow 
our departure was not unduly jeopardized 
as some CASSL members no doubt 
expected! We arrived the same day and 
were met by our hosts, Ann Belanger, 
Assistant Registrar of the Ontario In- 
stitute, and Jim Campbell, immcdiate 
Past-President of CASAO. 

After four days in Canada, during 
which time we have been extremely well 
looked after by the Association which 
has arranged for us to visit Kitchener and 
London, we are particularly impressed 
by the Ontario Institute’s education and 
training programme and the conditions 
of employment for student accountants. 
We are attending an ‘Educators’ 
Conference’ at Western University today 
(October 17th), which should prove to 
be one of the most useful aspects of our 
visit. 

Education and training have always 
been the responsibility of the ten pro- 
vincial Institutes in Canada, and sweep- 
ing changes were introduced by the 


Ontario Institute in 1970 following the 
Mackintosh Report. ae 

The correspondence course which had 
been designed by the Ontario Institute ` 
in conjunction with Queen’s University, ` 
and which was then the main means of | 
preparation for the ‘Uniform Final 
Examination’, was replaced by a com- 
prehensive programme of theoretical — 
education including degree entry, a 
minimum requirement of 45 relevant — 
‘credits’, and, when these had been — 
obtained, a compulsory four-week ‘school ` Ki 
of accountancy’ which must be passed 
before the Uniform Final Examination ` — 
is attempted. ‘oe 
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Educational trends in 
‘Credits’ are obtained by successfully ` — 
completing part-time or full-time uni- 
versity courses. The school of account- 
ancy is run by the Ontario Institute and —— 
covers recent developments in the pro- 
fession. a 

When we discussed these educational — 
trends with Mr Jack McDougall, a — 
lecturer at the University of Western ` ` 
Ontario School of Business Administra- 
tion, he said: ‘Naturally these i 
changes placed a large burden on uni- 
versities in the province. In many cases 
Bachelor of Commerce courses were 
much expanded, but it is important to _ 
remember that by 1969-70 about 60 per 
cent of the new student intake in Ontario 
had degrees.’ AAN 

We learned from Jim Campbell, that — 
in real terms the Toronto student ac- 7 
countant is paid more than his London ` 
graduate counterpart. ‘Starting salarizs 




















































vary from between 7,500 dollars to 
10,000 dollars’, he explained, ‘but study 
leave is usually unpaid and few firms pay 
course fees which can be very expensive.’ 
~CASAO has a membership of almost 
,0oo and a limited budget of $6,000. 
Membership is compulsory, but the 
_ Ontario Institute collects subscriptions 
_ from students on behalf of the Association. 
We devote most of our resources towards 
running full-time, pre-exam and pre- 
School of Accountancy courses, and 
_ organizing sports and social events’, Bill 
Cox, President of CASAO told us. 

‘The Association’, he said, ‘has not 
eally campaigned for better conditions 
f employment but an absence of training 
ontracts ensures that our salaries are 
more or less in line with the rest of 
commerce. We were consulted by Dr 
Mackintosh on education reform, but, 
gain, we have not pressed for reform 


= ACASS have. Most of the impetus for 
ange has, in fact, come from the 
younger members of the Ontario In- 
titute itself’. 


Generous hospitality 
n addition to the admirable efficiency 
of our hosts in providing us with in- 
ormation about how conditions vary 
ere from those in the UK, there has also 
= been a high level of hospitality — an 
_ example of which was our attendance at an 
_ Octoberfest — a German festival held at 
Naterloo which coincided with the 
` Canadian thanksgiving celebrations. Ger- 
` man beer flowed freely, but we were 
amused by the Ontario law which 
-= curiously prohibits drinking while stand- 
— ing up, as well as drinking and driving! 


CERTIFIED ACCOUNTANTS’ 
RESIDENTIAL COURSE 


TUDENTS of The Association of Certified 
\ccountants preparing for sections III, 
IV and V of the Association’s December 
xaminations would be well advised to 
ittend a residential course at Brighton 
from Thursday evening, November 21st, 
to Sunday mid-day, November 24th, 
hich has been organized specially for 
those sitting the examinations. 
= The course, which has been arranged 
by the Central London Society of 
ertified Accountants in conjunction 
with the London School of Accountancy, 
l comprise a series of intensive 
lectures related to the above sections as 
ell as regular tests set under examina- 
ion conditions. In addition, time will be 
set aside for those attending to discuss 
examination problems with the tutors. 
The course should certainly go a long 
` way towards improving prospects for those 
| taking the December examinations. 
| The fee is £20 plus VAT and applica- 








tions should be sent, together with the 


the same way that CASSL and 


fray 


course fee, to Mrs P. F. Hughes, ‘South- 
down’, Brighton Road, Godalming, Sur- 
rey. Cheques should be mace payable to 
The Certified Accountants’ Educational 
Trust. Applicants must state which 
examination section they are studying. 


INCREASED REGISTRATION 
FEES FOR ICA STUDENTS 


Fees for students registering training 
contracts with the English Institute 
will be increased to £20 with effect from 
January ist, 1975. The increase is un- 
avoidable, in view of inflatien and the 
cost of implementing the Institute’s 
policy for education and training. 

The introduction of the compulsory 
Training Record for students (The 
Accountant, August 22nd), new pro- 
cedures for accreditation of authorized 
principals and of colleges and courses, 
and developments in the examination 
system are among the major mnovations 
now in force. 

In recognition of the fact that the 
benefits of these changes will be felt 
principally by succeeding generations of 
students, the Institute has assumed res- 
ponsibility for ‘a substantial proportion 
of the real increases in expenditure 
arising from this significant mvestment 
in the future’. 


‘COUNSELLING’ FOR LONDON 
CERTIFIED STUDENTS 


IN order to give encouragement to those 
students of The Association of Certified 
Accountants who find areas of difficulty 
with sections I and II of the Association’s 
syllabus, The Central London Society of 
Certified Accountants has arranged two 
‘counselling’ evenings to give advice on 
study problems. 

The first of these meetings takes place 
next Monday, October 28th, at 6 p.m., at 
the offices of Graham Moullm & Co, 
212-213 Grand Buildings, Trafalgar 
Square - entrance Northumberland 
Avenue. At the same time and venue, the 
second meeting will be on November 
24th. 


SCHOOLS BUSINESS GAME 


Tue realities of business life were again 
illustrated for sixth-form ‘directors’ from 
over 300 public, grammar and compre- 
hensive schools recently in the latest of 
the series of business games for sixth- 
formers organized by the ICA in England 
and Wales. 

The first round of the 1974-75 com- 
petition continues until November 22nd, 
and the winning schools in this round 
follow the pattern of elimination until 
they are reduced to three schools to 
compete in the finals next May. 
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LETTER TO ROUNDABOUT 
London’s Finances 


Sir, — With reference to the letter by Mr 
G. R. Peyer, ((Roundabout’, October 3rd), 
regarding CASSL finances and the 
Executive Committee, I have the following 
comments: 


(1) The elected Executive of CASSL is 
not divided, far from it. In fact we are 
carrying out policies which in our opinion 
will exploit the objects of the Society to 
their fullest possible advantage. If Mr 
Peyer took more notice of the official 
views of the Executive Committee in the 
Society’s magazine Libra, (September and 
October issues), as well as in The 
Accountant’s feature, ‘Student Round- 
about’, throughout those months, instead 
of judging by ‘appearances’ and, no doubt, 
idle gossip, he would be well aware of this 
fact. 


Furthermore, the Executive is well 
aware of the so-called ‘radical’ resolutions ` 
passed by members at the annual general 
meeting. After all, the Executive was 
elected by those same members at that 
meeting and is carrying them out! 


(2) If, as stated, Mr Peyer did not want 
any ‘truck’ with the elections held after - 
the democratic adoption of the new rules, 
why did he bother to stand for election at 
all? 


(3) I recall the 1973 annual general 
meeting at which another treasurer who 
had been elected on a show of hands, was 
ousted by certain candidates ‘stuffed with 
proxies’. Perhaps history does repeat 
itself. 


(4) The facts contained in my last letter 
(‘Roundabout’, September 5th), concern- 
ing CASSL’s finances can be checked by 
inspecting the audited accounts for the 
past few years, by any member, at the 
Society’s offices. I did not have to make a 
guesstimate as to what might happen had 
I not been treasurer, or what is happening, 
since the Executive has all the up-to-date 
information and we know the facts. 


The information which Mr Peyer had 
access to regarding CASSL’s present 
finances, i.e., the accountant’s draft ac- 
counts for March, 1974, is now hopelessly 
out of date, a fact which must be obvious 
to all the members of CASSL except, 
perhaps, Mr Peyer. 

Finally, I would like to add that the 
Executive Committee of CASSL has 
expanded the activity of the Society far 
beyond that of last year. Committees 
allowed to run down last year, firms’ 
representatives and European accounting 
have been revitalized. The Society now 
publishes its own magazine Libra, the 
Conciliation committee has finally been 
formed and there are many other such 
examples. 


Yours faithfully, 
ANTHONY KOMEDERA 
TREASURER, CASSL. 
[This correspondence is now closed. — 
Eprror. | 











Notices 


PROFESSIONAL NOTICES 


Tuomson McLintock & Co an- 
nounce that Mr J. ROBERT BuLTITUDE, 
I.P.F.A., F.C.A., A.R.V.A., City Treasurer 
of Bristol until March 31st, 1974, has 
joined them as a consultant on local 
authority finance and auditing. 


APPOINTMENTS 


Mr Vernon Dean, F.c.c.A., has been 
appointed assistant managing director 
of PD Pollution Control, part of the 
Powell Duffryn Group. 





Mr V. Dean Mr J. McDonald 
Mr James McDonald, C.A., M.B.I.M., 
has become managing director of James 
Robertson & Sons, preserve manu- 
facturers, the principal trading subsidiary 
of the Robertson Foods group. 

Mr Serge Lourie, a.c.a., has been 
appointed vice-chairman of the Finance 
Board of the Greater London Council. 
He was previously vice-chairman of the 
Establishment Board of the GLC and 
before that a member of Westminster 
City Council serving on the Finance 
Committee. 


SUCCESS IN 
YOUR 
C.A. EXAMS 
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tuition experience and over 256,000 passes, i 


NEW CHIEF EXECUTIVE 
FOR THE STOCK EXCHANGE 
The new Chief Executive of The Stock 
Exchange was named this week as Mr 

Robert Fell, C.B., C.B.E. 

Mr Fell, 53 years of age, will take up 
his new appointment on January ist, 
1975. He has been secretary of the 
Export Credits Guarantee Department 
since 1971, and is currently also President 
of the International Association of Export 


_ Credit and Investment Insurers. 


THE STOCK EXCHANGE 
Bogus Directory Entries 


A number of UK listed companies have 
received proofs of proposed directory 
entries, together with invoices, from a 
Hong Kong address under the title 
‘Stock Exchange Year Book (Inter- 
national Edition)’. 

The Council of The Stock Exchange 
wish it to be made as widely known as 
possible that this publication has no 
connection of any kind with either The 
Stock Exchange or The Stock Exchange 
Official Year Book. 


CROYDON SOCIETY OF 
CHARTERED ACCOUNTANTS 


The” next meeting of the Croydon 
Society of Chartered Accountants — 
a branch of the London and District 
Society of Chartered Accountants — will 
be held on Monday, November 11th, 
at 7 for 7.30 p.m. at the Old Whit- 
giftian Club Ground, Croham Road, 
Croydon, when Messrs J. K. Cave, 
F.C.M.A., F.c.1.S., and R. H. Smith, C.A., 
will speak on control of working capital. 

Members wishing to attend should 
contact the Society’s Secretary, Mr 
J. S. Cox, F.c.a., at 188-192 London 
Road, Croydon (01-686 9281). 


SOCIAL ASPECTS OF 
ACCOUNTING 


New Publication 


A newsletter has been launched to pro- 
vide a means of communication between 
people interested in the behavioural and 
social aspects of accounting. The news- 
letter aims to report on new research 
projects, publications, practical experi- 
ments and conferences in an area which 
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is now recognized to be of great signi- 
ficance. 
"The Behavioural Accounting Newsletter 
is jointly edited by Dr Anthony G. 
Hopwood of the Administrative Staff 
College, Henley-on-Thames, and Profes- ` 
sor Jacob G. Birnberg of the Graduate 
School of Business, University of Pitts- 
burgh. The first issue includes details 
of 23 research projects being conductedin ` — 
the UK, Germany, Sweden, France and ` — 
the USA, and of 31 recent books which ` — 
are published in four different languages 
in seven countries. ia 
Further details of the newsletter are — 
available from Dr Hopwood at the 
Administrative Staff College, Greenlands, — 
Henley-on-Thames, Oxon, RGg 3AU. 








BANKRUPTCY RECORDS FOR | 
ENGLAND AND WALES a 


Details of bankruptcies in England and ` — 
Wales are maintained in a public search | 
room at Room oo, Thomas ` More ` 
Building, Royal Courts of Justice, Strand, — d 
London WC2A 2JY. og 

Searches can be made personally or by 
an agent. A fee of 25p in respect of each 
bankruptcy inquiry is payable at the time, 


FINANCIAL INCENTIVES BE, 

TO GROWTH a 
Corrective for Apathy a 
‘Widespread pessimism’ about Britain’s ` — 
economic future, according to Julian ` 
Gibbs Financial Incentives Ltd, is 


reflected in employee attitudes. One 


effective counter to this, it has been 
suggested, is a real ‘teamwork contract’ | 
to compensate employees for their efforts, 
and to ensure that they can share in any 7 
resulting growth. wA 
True community of interest between 
the company, its shareholders and em-  ~ 
ployees will only be achieved, according ` — 
to JGFI chairman, Dr George Copeman, — 
when each party believes that overall ` 
success is going to benefit the individual. — 
No motivation, Dr Copeman said this 
week, is more effective than an appro- ` 
priate financial incentive scheme, and the 
cost of devising, installing and reviewing 
such a programme is ‘negligible in — 
relation to the likely benefit’. E: 
JGFI, recently established by transfer 
to the Julian Gibbs financial services ` — 


is 





AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years of postal E 
it assures your success in all the principal Accountancy AN 
exams, and also in Banking, Book-keeping, Civil Service, Computer Programming, Costing, G.C.E., E; 
Law, Local Government, Marketing, Chartered Secretaries, Transport, UCTA, Works Management, etc. we 
FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 
obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE a 


Dept AH3, Tuition House, London SW19 4DS. Tel. 01-947 2211. i 
Or for a Prospectus only ring 01-946 1102 (24-hour Recording Service). ag 
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group of the management advisory 
division of Business Intelligence Services, 
offers a service of designing and imple- 
menting shareholding and profit-sharing 
schemes. Its experience in this field, it is 
claimed, could be vital to companies 
which are prepared to make serious 
efforts to overcome the pessimism, apathy 
and damaging self-interest which will 
otherwise hinder their growth. 

The company aims to provide ‘a fee- 
based professional service within which 
neither collective nor individual staff 

_ judgements are influenced by commission 


_ payments’. 


COST EFFECTIVE 
BUSINESS SECURITY 


‘Crime in industry and cost effective 
security’ is the second in a series of 


__ conferences organized by Online (Com- 


puter Systems) Ltd under the general 
title of ‘Business and social responsi- 
bility. The conference will be held 
from November sth to 6th at the Inn 


The purpose of the conference will 
be to consider the main risk areas in a 
company’s operations and suggest how, 
be management action, a level of 
security may be established which allows 


E on the Park, London. 
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One of the ways not to conduct an interview. In a ‘still’ from Man Hunt, John Cleese, as 


an organization to run efficiently. The 
main emphasis will be on management 
attitudes and cost effective security 
policies designed to make real contri- 
butions to business efficiency and profit- 
ability. 

The fee for the conference is £88, 
and further information is available 
from Online, Brunel University, Ux- 
bridge, Middlesex (Uxbridge 39262). 


NEW MANAGEMENT 
TRAINING FILM 


A new film — previewed to the press this 
week -aims to help employers and 
managers with their technique for inter- 
viewing prospective staff. 

Man Hunt, which runs for approxi- 
mately half an hour and features John 
Cleese, Norman Bowler, Andrew Sachs, 
Terence Alexander and Tony Robinson, 
consists of five sequences — an introduc- 
tion, three examples of how not to carry 
out an interview, each of which is fol- 
lowed by the correct approach, and a 
summary, when each interviewer has his 
flaws explained to him. 

By the end, even the most professional 
interviewer will have doubtless picked up 
a few hints on improving his technique. 





# 


‘William the Silent’, listens with polite interest to a seemingly impressive interviewee (lan 
Ogilvy) only to be told later that he is totally unsuitable. 
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This management training film is 
produced by Video Arts in association 
with Reed Executive Selection, and can 
be hired for two days for £38-50, a week 
for £48-50 or bought for £245. Inquiries 
should be made to Video Arts, c/o Pantel 
Films, rst Floor, 205 Wardour Street, 
London W1V 3FA. (01-437 7103/0922.) 


ICA TECHNICAL ADVISORY 
COMMITTEE 


The rgoth meeting of the Technical 
Advisory Committee of The Institute of 
Chartered Accountants in England and 
Wales was held on October roth at 
Chartered Accountants’ Hall, London. 
Present were: 


Mr F. A. Sherring (in the chair in the absence 
of Mr R. Firth). Messrs T. Bailey, J. W. 
Bayliss, M. T. R. Brookman, R. St J. Buller, 
J. Burgoyne, J. E. Burrows, L. H. Clark, 
I. F. H. Davison, J. P. Dornton, N. J. Edwards, 
N. Cassleton Elliott, A. C. Essex, W. H. 
Galleway, C. R. P. Goodwin, D. S. Hewitt, 
J. H. Hewitt, E. G. Hill, Halmer Hudson, 
A. P. Hughes, I. A. Leeson, K. C. Manterfield, 
W. W. W. Martin, K. Mashford, D. Napper, 
E. R. Nicholson, G. Pantall, J. S. Parsloe, 
G. B. Pidsley, J. M. Pitts, H. G. Sergeant, 
C. R. Shaw, K. A. Sherwood, D. H. Slade, 
K. R. Stanley, G. Thompson, T. I. F. Tod, 
P. C. Westwood and J. A. P. Whinney, with 
Mr G. A. Slator (Secretary to the Committee). 
Mr T. W. Allen attended by invitation. 


Membership 


The Chairman extended a warm welcome 
to Mr W. H. Galleway (Humberside) 
and to Mr J. S. Parsloe (South Wales) 
who were attending a meeting of the 
committee for the first time. 


Matters considered 


Technical matters considered included 
a draft Statement on Auditing: ‘The 
Audit of Supplementary Financial State- 
ments Adjusted for Inflation’ and Inter- 
national Accounting Standards Exposure 
Draft 2: ‘Valuation and Presentation of 
Inventories in the Context of the 
Historical Cost System’. 


Future meetings 


It was noted that meetings of the com- 
mittee had been provisionally arranged 
for November 28th, 1974, January 30th 
and March 25th, 1975. 
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* EVERYTHING YOU NEED TO KNOW ! 


Every year we produce two self-study tax manuals or courses—referenced SS. | 
and SS.2—which assume no basic knowledge yet are sound and practical. They 
help all students and practitioners who wish to keep up to date. Over 50°, 
of our Members are qualified accountants or solicitors. Our register reads like a 
Who's Who. CLEARLY, AN ANNUAL SUBSCRIPTION TO THE COLLEGE 
OF TAXATION IS AN ESSENTIAL PART OF PROFESSIONAL LIFE. Even 
those who do not use tax every day find that an annual subscription is cheap 
insurance against obsolescence. The courses are lectures in an informal, chatty 
style. You will enjoy them / 

CONTENTS. FULLY UP-DATED FOR 1974-75. 


SSi. UNIFIED, CAPITAL GAINS, DEVELOPMENT GAINS AND 
CORPORATION TAX. (Fee £27.50 plus postage and packing.) 

|. Administration. Personal Allowances and Reliefs. Interest and Charges. 

2. Sch. D. Cases | and Il. Adjustment of Profits 

3. Basis of Assest. Commencement and Cessation. Change of Accounting Date. 

4. Capital Allowances. 5. Capital Allowances (Ctd.). 6. Losses. KP 

7. Partnership. Separate Assest. 8. Sch. B, C, D. Cases Ill, IV and V. 

9. Sch. D. Case VI. Sch. A. 10. Sch. E 4 

1. C.G.T. Introduction. Exemptions and Reliefs. Companies. Husband and 

Wife, Trust and Trustees. 


12. C.G.T. Part Disposals. Wasting Assets. Options See 
13. C.G.T. Quoted Securities. Takeovers. Bonus and Rights. 

14. Development Gains Tax rr 
15. Corpn. Tax. Principles. Income and Charges. tr 
16. Corpn. Tax, Losses and Group Relief. A 
17. Corpn. Tax. A.C.T., including accounts treatment ~. 


18. Corpn. Tax. Close Companies. Amalgamations and Liquidations. Crp 

19. Double Taxation Relief. Relief for Non-Residents. Trusts. 

20. Discovery. Negligence. Fraud. Back Duty Wm 

SS2. EXECUTORSHIP, ESTATE DUTY AND—IF LEGISL BY 
30/11/74—CAPITAL TRANSFER TAX. (Fee £13.75 plus p. and p.) 

|. The Will and Personal Representatives. 

2. Estate Duty. 3. Estate Duty (Ctd.). 

4. Estate Duty (Ctd.). 

5. Legacies. Distribution of Estate. 

6. Intestacy. Advancement and Hotchpot. 

7. Statutory Apportionment. Writing-up 

Problems. 
. Equitable Apportionment. 
+ Trusts and Trustees. 10. Trustees. 
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1975 PROGRAMME 


Join The College Of Taxation eg 
‘courses [You say ‘THE BEST’] 





* PRESENTED FOR EASY LEARNING ! 


Your time is valuable. You want courses with flowing outlines, punctuated by essential 
Getail, illustrated by numerous examples and with practical value. Your courses are here 
- - . the result of painstaking research, tried and tested in lecture halls and so revolutionary 
that even Revenue people enrol with us. Consider these valuable points:- Ak You receive 
entire courses immediately. You are told how to programme your own studies, (N.B. We 
do not get the profit on correspondence courses which is said to come from students who do 
not complete the course. You get the entire course to dip into or master, as you please.) 
K Fully indexed and referenced to the Statutes. You can hardly be more up to date, You 
can look up points ANY WHERE IN THE COURSE immediately. Ak Fully “furnished” with 
“tables"’ of statutes, cases and contents. You can go as deeply as you like. You have the 
facts in numerous legal cases. Ideal for potential specialists, yx Plenty of examination 
questions and detailed answers. You overcome the shortage of updated practise material, 
so essential to get speed and confidence up. ye Printed one side of paper only. What an 
expense! But what a marvellous thing for members. ye Loose-leaf. it would be cheaper to 
give the course traditional binding but that would not be as easy for members to use. Some 
members take 2 lectui e-a-day to the office, reading it on the train. yx Foolscap pages set In 
8 point type enables complete computations to be seen at-a-glance. (N.B. The panel below, 
describing The Annual Certificate in Taxation, is set in B point type.) y No textbooks 
required. The SS.| course runs to nearly 300 pages. It is equivalent to a 500 page standard 
work on tax but is easier to work and is completely updated. $ No supplements. Ak Up- 
dating. The entire courses are updated each year. It would be cheaper to do a long run and 
sell over 4 or 5 years with supplements but that would not help our members who would have 
to go through updcting every example. Helping members is our prime concern. Ak No test work 
is submitted. There is no waiting for answers to be corrected. You know within minutes if 
you are correct. Thus, there is nothing to unlearn’. yx Query service. If you have a problem 
ON THE COURSE MATERIAL ONLY, simply use the No Carbon Required MESSAGE- 
REPLY FORM provided. We reply as soon as possible. yx Guide cards between lectures for 
easy reference ye Copious aide-memoires %& SS.| contains an introduction on exam- 
ination technique. x Lead notes on every topic, many of which are greeted by students as 
“The best summary | have ever seen on such-and-such"’. A barrister congratulates us on our 
piece on Settlements. On ‘Discovery’, well . . . let's be modest . . . you will discover. 
K Copyright STEP-BY-STEP approaches to many computations. You are taken by 
the hand and led through the intricacies until they are intricacies no more. 


* OPTIONAL EXTRAS! 


RESIDENTIAL AND NON-RESIDENTIAL COURSES, 
PRE-RECORDED CASSETTES. 
Full details will be sent to you. 


MEMBERSHIP ARRANGEMENTS 


Although firm dates cannot be given, SS.1 course should be available at end of January, 
1975, and SS.2 should be available in March. Applications for courses are deemed an 
acceptance of College rules and professional etiquette. The courses are produced, com- 
pletely updated, for the following three classes of Membership:- 


ASSOCIATE MEMBERS which are Subscriber Members who take both SS.I and SS.2 
courses every year. They must pass the examination for the ANNUAL CERTIFICATE IN 
TAXATION before applying for admission as Associates and, if accepted, are entitled to 
use the designatory letters ACT meaning Associate of The College of Taxation. Thereafter, 
a Member who wishes to retain the designatory letters ACT must pass the examina- 
tion for the ANNUAL CERTIFICATE IN TAXATION in at least one of the three 
preceding years. The College of Taxation is the first U.K, organisation to insist on examination 
and re-examination for its Associate Members 







obtainable free from The Registrar. 


SEND For your THE COLLEGE OF TAXATION 


21 OAKBURY ROAD, 
LONDON, SW6 2NN 


COURSES APPLICATION 
FORM AODAY! 


CREDIT TERMS: 
(U.K. ONLY) 





Che Annual Certificate in Taxation 


This important examination is held world-wide annually. It is independently invigilated by leading Chartered Accountants and Solicitors. 
It is open to anybody interested in taxation, irrespective of their source of study. There are NO EXEMPTIONS. 
of this College—who use the designatory letters ACT—must pass this examination at least once every three years. Full particulars are 


Tel. 01-736 8389 
Grams: TAXMEN, LONDON SW6, Telex: 21879 calling COLTAX. 


SUBSCRIBER MEMBERS are those who subscribe for any of The College courses regularly 
each year. Subscriber Members do not have to sit examinations and cannot use the designa- 
tory letters ACT. The College is increasingly producing courses against firm advance orders 
only. Subscriber Members are in the happy position of knowing that their courses will be 
produced and will be despatched to them early 

STUDENT MEMBERS are those who want courses to help them through a particular 
examination. Candidates for examinations of the following professional bodies should 
find the courses extremely helpful: - 


@ The Institute of Taxation @ The Institute of Chartered Accountants in England 
and Wales @ The Institute of Chartered Accountants of Scotland @ The Association 
of Certified Accountants @ The Institute of Cost and Management Accountants @ The 
Institute of Chartered Secretaries and Administrators @ The Law Society @ Tho 
Council of Legal Education (i.e. The Bar) @ The Institute of Bankers @ The Associ- 
ation of International Accountants @ The Chartered Institute of Public Finance and 
Accountancy and @ the completely Open Examination sponsored by The College of 
Taxation for— 






Associate Members 


ASSOCIATES ARE 
ADMITTED BY 


EXAMINATION ONLY 
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Discover 


constructive | 
auditing 


Weare a national firm with 
origins over one hundred years old, 
but our audit approach is designed 
to meet the needs of the 1980’s. 

CLIENTS expect the auditor to 
make a constructive contribution to 
the business and 

YOU expect auditing to give you 
anunderstanding of business manage- 
ment and finance so that you can make 
that constructive contribution, so 

WE have developed our methods 
accordingly and expect our A.C.A.’s 

To think 

To think constructively 

And to think for themselves 


For you, the newly or recently 
qualified A.C.A. who wants to be 
absolutely sure that you are going to 
get the right post-qualification 
experience, we 

Provide the widest possible prac- 

tical training and experience. 

Run an in-house training pro- 

gramme which will enable you to 

keep abreast of new techniques 
and developments. 

Maintain a carefully planned 

career development programme 

that requires you to play an 
important role in monitoring 
your own progress. 








Encourage the development of 
closer relationships between you 
and our clients. 
In this way we believe that we, and 
you, can provide clients witha 
service that is second to none. 

We would welcome the oppor- 
tunity to tell you more about the 
important part that you can play in 
both your and our progress. 


Contact— Martin Gairdner, 


Binder Hamlyn Singleton Fabian, 
8 St. Bride Street, 
London EC4A 4DA. 


Telephone: 01-353 3020. 





151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Accountants’ Tax Role Impugned 


WE had hoped, in common with many of our readers, 
to have heard the last of that misguided and some- 
times misquoted remark about accountants’ certificates 
not being worth the paper they were written on (The 
Accountant, May 31st, 1973). Unhappily, there is recent 
evidence that the profession’s proper role and responsibili- 
ties in tax practice are the subject of continued misunder- 
standing in Inland Revenue offices. 

Addressing the 1974 Trades Union Congress on a 
motion dealing with tax evasion and the self-employed, Mr 
Anthony Christopher, Secretary-designate of the Inland 
Revenue Staff Federation, returned to the subject of 
accountants’ certificates : 

“There must be changes with accountants’ certificates. At 
present, certificates do little more than confirm that the ac- 
counts are a tidy summary of a rag-bag of notebooks, scruffy 
envelopes, bank statements and inspiration about cash paid 
and received. Accountants should have to detail both the 
nature of the records and the extent of their audit.’ 

We would not quarrel with Mr Christopher’s vivid 
thumbnail sketch of a not-untypical set of incomplete 
records, though we think that any accountant who was rash 
enough to append a ‘certificate’ as such to the results of 
such an exercise would be, in the vernacular, sticking his 
neck out. Official comment, and a number of references in 
our own columns in recent years, have repeatedly stressed 
the importance of an accountant making clear beyond 
reasonable doubt the degree of responsibility that is 
accepted in relation to accounts bearing his name — par- 
ticularly where no ‘audit’ as such has been performed. 

It is, of course, commonplace — and perhaps an oblique 
compliment to the profession’s reputation and standards 

— to find any document bearing an accountant’s name being 
described as a ‘certificate’, rather than as a statement or a 
report. This persistent misuse can hardly be dismissed as 
an uninstructed layman’s error for so long as it is per- 
petuated by Inland Revenue officials, the CBI, sundry 
members of the legal profession and even, it has to be 
admitted, by accountants themselves; but when it leads to 
professional services being misrepresented—even in- 
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nocently misrepresented — within the context of gece? 
it surely ceases to be an academic point. 

Returning to the TUC and to Mr Christopher, his — 
address — reproduced in the latest issue of the [RSF journal, 
Taxes — concluded with a lurid piece of special pleadin, 
which can hardly be dismissed as an innocent misunder- 
standing: 


‘For far too long, it has been the working man and the a 
small-time dodger who has borne the brunt of the tax system 
„and of tax purges. We have now to concentrate on the big 
men — those who are able to afford the luxury of top account- — 
ants to cover their devious tracks. Taxmen badly need new 
powers to meet the clever, aggressive, well-advised dodger of 
today. . 

‘a condone no form of tax evasion, but I repeat it is the 
“big league’ men who must be put under the microscope. — 
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E public debate on a national occasion. 


f 


k : They must pay their fair share — and, make no mistake, if 
| they did it would ease the tax burden of all in this hall and of 
__ the 10 million families they represent.’ 


We should be reluctant to give further publicity to such 
_ tendentious nonsense — were it not for the clear indication 

_ that egalitarianism and envy are now threatening to under- 
P mine the administrative integrity of a once non-political 

service. Repeated use of the word ‘dodger’ to blur the well- 
Gi established line of demarcation between evasion and 
| avoidance, and the implication that wealthier members of 
4 the community are not paying a conveniently undefined 
| “fair share’, for instance, are oratorical tricks unworthy of 


E Mr Christopher is as well placed as any man to know 


that the same ‘top accountants’ as he traduces for covering 
their clients’ allegedly ‘devious tracks’ are regularly invited 


by the Board of Inland Revenue to discuss anomalies and 


difficulties in the working of the taxation system! Nor can 
he be unaware, from the published reports of disciplinary 
proceedings, of the view taken by the recognized profes- 
sional bodies of the offence of delivering false statements to 
Her Majesty’s Inspectors of Taxes. 

There may perhaps be two points of view on whether 
additional powers for the Inland Revenue are really jus- 
tified; evidence of the working of existing legislation has 
already shown a significant overkill in some areas. If addi- 


tional powers are to be granted, they must be based on 


reason rather than rhetoric — and applied with accuracy. 





‘Controversial Measures 
: -Heralded in Queen’s Speech 


E F OR what was previously a minority 
government, to emerge from a 

f E senera! election with an overall major- 
ity of three may be accounted as 

E relative affluence. Certainly, the ex- 

a rience has had no discernible effect 

in moderating Labour’s political ob- 
jectives for the future of Britain, as 
displayed in the Queen’s Speech, 

| The new Parliament faces a heavy 
programme of government legislation, 
-including the autumn Budget on 

| November 12th. In this context, the 

K Speech declares the Government's 

y 

see of pressing ahead with its 
‘proposed wealth and gift taxes — 

E ostensibly in the cause of ‘achieving a 

| fair distribution of income and wealth’, 
and undeterred by criticisms of the 

K underlying philosophy from a number 

_ of highly-articulate and well-informed 
_ sources. 

F Against a background of continuing 
industrial unrest, particularly north of 
Pathe border, the ‘Government pins its 

p faith on ‘fulfilment of the social 
contract . . . [as] an essential element 

ES its strategy for curbing inflation, 
E the balance of payments 
_ deficit, encouraging industrial invest- 

` ment, maintaining employment parti- 

E Le in the older industrial areas, 

` and promoting social and economic 

` justice’. In the pursuit of these 
unquestionably worthy objectives, 
` however, it needs to be remembered 

_ that this ‘contract’ was concluded with 


only one group — whose own members 
have given it something less than 
unanimous support — and that other 
interests were not consulted. 

Mr Wedgwood Benn’s ‘National 
Enterprise Board’ — described in The 
Accountant of August 22nd as ‘a 
minor irrelevance’ in the context of 
Britain’s industrial and economic prob- 
lems — gets a predictable green light 
‘to encourage industrial investment 
and expansion within vigorous and 


profitable public and private sectors’. 
And the public sector is likely to be 
expanded with measures directed to 
the nationalization of development 
land, offshore oil, and the aircraft 
and shipbuilding industries. 

There can be no doubt that these 
and other measures in the Govern- 
ment’s programme for the forthcoming 
session will prove highly controversial. 
The electorate — and, one may suspect, 
not a few politicians — are uncom- 
monly weary of petty strife in the 
interests of party advantage; but 
Ministers should neither seek nor hope 
to rely on public goodwill to escape 
reasoned criticism of measures not 
broadly-based in their conception. 





Government Duty to UCS Creditors 


$ ee creditors of Upper 
Clyde Shipbuilders, it has been 
officially confirmed, cannot expect to 
receive any distribution from the 
company’s assets. The total due to 
such creditors is estimated at Cp 
million. 

The view has been strongly ex- 
pressed, however, that on the analogy 
of the Beagle Aircraft case, HM 
Government has ‘a legal and moral 
duty to meet the legitimate claims of 
the creditors’. In the course of a 
letter earlier this month to the Secre- 
tary of State for Industry, subse- 
quently distributed to all known UCS 
creditors, the official liquidator of the 
company, Mr Robert C. Smith, M.A., 
C.A., writes: 


‘HM Governments significant 
shareholding, the appointment of a 


government nominee [Mr A. I 
Mackenzie, B.A., C.A., President of 
The Institute of Chartered Account- 
ants of Scotland for 1972-73] to the 
board of directors, the Government’s 
direct involvement in important finan- 
cial decisions affecting the company, 
and Ministerial statements about the 
company’s affairs, bring the com- 
mittee of inspection and myself to the 
view that a duty lies on HM Govern- 
ment to meet the claims of creditors to 
the extent that they cannot be satisfied 
out of the available funds of the 
company ...’. 


This view is confirmed in a report 
from Professor David Flint, T.D., M.A., 
B.L., C.A., of the University of Glasgow 
and currently senior Vice-President 
of the Scottish Institute. 

Government ministers, according 
to UCS board minutes, ‘urged that 
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the company should not be put into 
liquidation’. This, in Mr Smith’s 
view, creates a strong presumption 
that HM Government was prepared to 
secure or to provide sufficient financial 
support to justify that recommenda- 
tion. Further, a number of UCS 
creditors have argued ‘very forcefully’ 
that they continued to give credit in 
the public knowledge of the extent of 
HM Government’s financial involve- 
ment with the company and of the 
fact, if not always the extent, of 
ministerial influence in its affairs. 

Mr Smith has undertaken to dis- 
tribute copies of the Secretary of 
State’s reply to this argument in due 
course. In addition to its possible 
liability to other creditors, HM Gov- 
ernment is directly involved in the 
UCS collapse to the extent of over 
£13 million. 


Savers Hit 
by Inflation 


CCELERATED inflation since 
1970 meant that savers now 
searched in vain for returns that could 
match the rate of inflation, while 
borrowers declined long-term com- 
mitments at rates of interest that 
would ruin them if it subsided. In 
his Presidential address to the In- 
stitute of Actuaries recently, Mr G. V. 
Bayley, F.1.A., F.S.s., drew attention to 
the economic importance of savings 
institutions and concluded that up 
till now the large and steady con- 
tribution of life assurance and pension 
funds had been especially impressive. 
Index-linked bonds offered a solu- 
tion to linking borrowers and lenders, 
but companies could incur index- 
linked debt only if they were confident 
that future prices and profits would be 
reasonably free from control. The 
President welcomed inflation ac- 
counting and urged its application to 
taxation, including capital gains tax. 
In the light of recently-publicised 
‘rescue operations’, he claimed that a 
` life office transacting traditional busi- 
ness would not be significantly affected 
by a fall in the value of its assets, 
solely because interest rates had risen, 
so long as the assets were reasonably 
matched by length of term. It was 
both crucial and practicable for act- 
uaries to devise an early warning 
system so that remedies could be 
taken in good time. 


‘Instant Relief’ for 

Charitable Giving 

“| MMEDIATE tax-privileged gifts’, 
adding nearly 50 per cent to the 

effective value at no cost to the donor, 

will be possible under a revolutionary 


new ‘Charity Credits’ scheme intro- 
duced this week by the Charities Aid 


eneen, 


Sir Anthony Burney 


Foundation. Anyone operating a cov- 
enanted or capital account with the 
Foundation may be issued with a book 
of ‘credits’ which, used in the same 
way as a cheque book, will make it 
possible for the first time to recover 
tax on door-to-door and street col- 
lections in aid of recognized charities. 

Speaking at a Mansion House re- 


CBI Presses Industry's Case E 


EPRESENTATIVES of the Con- 

federation of British Industry this 
week met the Chancellor of the Ex- 
chequer, the Rt Hon. Denis Healey, 
to press their members’ case in 
advance of the forthcoming autumn 
Budget on November 12th. 

The CBI has made no secret of its 
view that Mr Healey’s previous Budget 
(The Accountant, March 28th) was a 
near-disaster for industry. Due to 
increased corporation tax burdens, 
and the Governments continued 
failure to provide any form of tax 
relief for the inflationary ‘profit’ 
contained in inventory appreciation, 
many companies are facing acute 


liquidity problems; dividend limita- 


tion has resulted in a stagnant capital 
market; and figures prepared for the 









ception last Tuesday to mark the ` 
launching of the Foundation, suc- — 
cessor to the Charities Aid Fund, its 
chairman, Sir Anthony Burney, opp. 
B.A., F.C.A., described the credit scheme — 
as a competely new idea in charitable 
giving. 

It was an idea, he said, which 
could not have come at a better time __ 
for charities which were suffering 
acutely from the current economic — 
situation. 





Far-ranging Survey of 
Investment Income 


HE Government has called upon 

the Wealth Commission, under the ~~ 
chairmanship of Lord Diamond, F.c.A., 7 
to prepare a report on the income aris- 
ing from companies, and its distri- 7 
bution. The report, to be ‘based on ` 
the most reliable information avail- — 
able’ to the Commission, is expected 
in the early summer of 1975. ` 

Specific features of this reference 
include the pattern of distribution of 
the ownership of equity capital and =~ 
the related income between UK - 
pension and life insurance funds, 
other institutions, companies, UK — 
residents and overseas recipients; the ` — 
role of dividends in the raising of 
capital; and changes over recent ~ 
years in the total of dividends paid 
by UK companies subject to dividend 
control, and in the capital on which 
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CBI Council indicate that many 7 
companies were taxed, in the first 
half of 1974, on ‘profits’ whose value 
in real terms was negative. de 

Previous representations from this 7 
source have stressed that industry is 
asking, not for a governmental ‘hand- — 
out’, but for the opportunity of re- 7 
taining a higher proportion of its own 
cash generation as a guarantee of 
continued industrial investment and ` 
thus of employment prospects. In- 7 
dustry is at present heavily ‘squeezed? 
between wage increases on one — 
hand and price and profit controls — 
on the other; relaxation of price 7 
controls, the CBI has claimed, would 
affect the cost-of-living index by a 
margin of no more than 14 to 2 per 
cent. 








those dividends were SC showing 
the relationship with other forms of 
ie incomes. 
The Commission is instructed, 
_ ‘wherever they consider it appropriate, 
to give the information in both current 
and constant price terms, and show 
` the effects of taxation’. 


Í Earninge per Share — 
2 Revised Standard 


REVISION of the accounting 
2 standard SSAP 3 ‘Earnings Per 

Share’ (The Accountant, March 23rd, 
1972) has been published by the ASSC 
3 bodies in succession to the original 
p text. As foreshadowed in ED12 ‘Ac- 
5 counting for Corporation Tax under 

the Imputation System’ (now SSAP 8, 
` The Accountant, September 5th) the 
figure of earnings per share is to be 





A Century Ago 
The Accountant 
OCTOBER, 1874 


-| Comment on the Life Assurance Com- 
| panies’ Act 1870 
The sudden change produced by the 
_ | passing of the above Act, from various 
| and free-and-easy systems of book- 
__ | keeping, to others that necessitated the 
` | almost entire modification and altera- 
-| tion of the different books requisite for 
‘| this somewhat exclusive business, 
| startled to no small extent the officials 
_ | holding snug appointments in the 
| different departments of the life 
| offices. The services of professional 
| | accountants were immediately ob- 
| tained, and under their directions the 
- | many quaint old forms and books were 
| | abolished to make way for those of a 
| more practical and useful nature, and 
_ | adapted to facilitate the preparation of 
| the companies’ accounts in accordance 
| with the requirements of the Act. 
-| The magnitude of the transactions 
— | of the life assurance companies carry- 
| ing on business within the United 
_ | Kingdom fully demonstrates the neces- 
_| sity which existed for compelling them 
` {to make certain returns in specified 
| forms. This every company has had 
| to do, but notwithstanding that the 
| schedules appended to the Act require 
| detailed accounts of the same nature to 
` be furnished in every instance, it is 
` | open to doubt whether half-a-dozen 
_ | companies would, upon investigation, 
| be found to be keeping their books 
_ | upon anything approaching the same 
| -f| system. 
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calculated on the ‘net’ basis — i.e., on 
the profit before extraordinary items 
but after charging irrecoverable ACT 
and unrelieved overseas tax. — 

Although not a requirement of the 
standard, the desirability of showing 
earnings per share on the ‘nil’ basis 
(where materially different from those 
on the net basis) is emphasized. The 
detailed examples contained in the 
original SSAP 3 are no longer in- 
cluded, but will be updated for 
separate purchase later. 

Copies of the revised standard are 
available at 30p each (post free) from 
Chartered Accountants Hall, Moor- 
gate Place, London EC2R GEO. 
(o1-628 7060). 


Accountant Remanded 
on Conspiracy Charge 


HREE former directors of Slingsby 
Aircraft Holdings Ltd were re- 
manded last week by Pickering magis- 
trates on charges including one of 
conspiracy to issue a false prospectus. 


| They are Mr H B. Brailsford, ECAS; 


Mr J. W. Bradley, building consultant; 
and Mr Alan Reed, a former chairman 
of the company. 

Mr Brailsford and Mr Bradley are 
also charged with making a reckless 
statement to induce persons to sub- 
scribe for securities in the company. 


Industrial Accountants 
Launch New Journal 


A NEW journal recently appeared 
upon the accounting scene in the 
form of Accountants Record, official 
publication of the recently-constituted 
Society of Company and Commercial ` 
Accountants. The editor is Mr John H. 
Tresman, M.A., formerly Secretary of 
the Institute of Company Accountants 
and joint Executive Director of the 
new body. 

Accountants Record succeeds the 
Company Accountant, the former Insti- 
tute’s journal which first appeared in ` 
1931, and is to be issued free of charge 
to all members and students of the 


Canadian Institute Favours 
Price-level Adjustment 


NDEXING and the inclusion of 
supplementary information showing 
the effects of general inflation on 
financial statements will be the focus 
of new guidelines on accounting 
for inflation, recommended by the 
Accounting Research Committee of 
the Canadian Institute of Chartered 
Accountants. If approved, the guide- 
lines will be published by December 
31st in time for 1974 financial reports. 
The concept of accounting for 
inflation at present being considered by 
the Accounting Research Committee 
will not change the principles on 
which accounts are conventionally 
prepared. Financial statements will 
continue to be prepared in accordance 
with generally accepted accounting 
principles, based on historical costs. 
However, those applying the guide- 
lines will, if this approach is adopted, 
be adding a new dimension to their 
financial reports in the form of price- 
level adjusted data which will appear 
in the supplement and which will 
be prepared by applying a single 
general index to the historical cost 


data. Businesses which have been 
concerned. about distortions in finan- 
cial statements resulting from in- 
flation will be given a standard for 
restating operating results to point 
out its effects. 

Mr W. K. Detlefsen, c.a.(cANaDA), 
chairman of the Accounting Research 
Committee, said recently: ‘The in- 
clusion of the supplementary infor- 
mation will be encouraged by the 
ARC but it will not be mandatory 
for all enterprises to report the 
effects of inflation in their financial 
statements.’ The supplementary data 
would not normally be audited. 

At the present time, the committee 
favours the Gross National Expendi- ` 
ture (GNE) implicit price deflator 
as the most appropriate index. GNE is 
a weighted average based on com- 
ponents of the gross national product 
and incorporates indices for personal 
expenditures in consumer goods and 
services, as well as indices for the 
government and the business sectors. 
In these respects, its coverage is broader 
than the consumer price index. 
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Society, as well as to its examiners and 
to colleges and public libraries. 

ln the course of the pioneer editorial, 
industrial concerns are urged to take 
an increased interest in providing 
proper facilities for the training of 
student accountants, and to realize the 
advantages of having a trained mem- 
ber of the staff with the backing of a 
professional society behind him. Re- 
grettably, it records, cases have been 
encountered of students being refused 
leave of absence to take the Society’s 
examinations. 
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British Accountancy 
Aid to Indonesia 


ERTSE accountancy bodies are 
hosts this month to five dis- 
tinguished accountants from Indonesia 
who are making a three weeks’ study 
of professional organization and of the 
training of accountants and financial 
managers in the UK. The visit, part of 
an agreed aid programme between the 
British and Indonesian Governments, 
is sponsored by the Ministry of 
Overseas Development, in conjunction 
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with the Scottish Business School. 

Next year, Professor R. J. Briston, 
B.SC.(ECON.), F.C.A., of the University 
of Strathclyde, is to conduct seminars 
for accountancy teachers, in association 
with Indonesia’s major university de- 
partments of accounting. The aid 
programme provides also for a UK 
accountancy teacher to be based for 
three years at the University of 
Indonesia, and for the provision of 
training places in the UK and of UK 
books on accountancy and financial 
management, 





THIS IS MY LIFE 


Preparing the Ground 


by An Industrious Accountant 


OHN was our internal auditor, that time years ago 

when I put my silly big foot in it. Wed had one of our 
annual appraisal talks, and he’d unburdened himself of a 
load of worry. 

Career development was his problem. Accountants’ pay 
wasn’t bad, he admitted, but he’d seen enough in our 
cheque payments books to appreciate that the lolly went to 
the salesmen. Bonuses, he said enviously, commissions, 
Christmas hampers from appreciative clients, and trade 
fairs all over Europe — whew! Who wouldn’t be a drapery 
retailer? 

Having thus neatly inserted the thin end of the wedge, 
he produced his proposition. Retail management was his 
goal. Not for him serving an apprenticeship fingering 
tweeds or mohair, cottons or velvets; not for him the 
floor-walker’s or the counter-clerk’s duties. He wanted to 
start well up the ladder leading to a managing director’s 
contract (presumably lording it over a swarm of pen-pushing 
accountants), governing by budget-setting and target 
achieving. 

Well, I was all in favour of ambition, so we made a 
tentative plan. Knowledge must come first. A training 
session with the departmental accountant, who in those 
days fed detailed trading results to Scotty and his minions, 
seemed a prerequisite step, the DA having amassed a 
wealth of devious, invaluable, eye-opening data. 

The DA had no objection. John could act as his assistant 
for six months to learn the ropes, he said condescendingly, 
with a happy smile betokening his intention to delegate all 
the chores. But John didn’t mind. He wouldn’t lose either 
status or increments if the lower-level rotation was an- 
nounced clearly as a special training assignment, and he 
looked forward to seeing where the action was. 

The financial accountant and Costs expressed approval 


also, so I was mug enough to mention the plan at our 
weekly senior conference. 

That was when the bomb went off. Scotty objected 
testily to changes in the contact set-up without prior 
consultation with himself; he’d na’ tak’ a dom stranger into 
the team without vetting him first, he said. Ilkley, the shirt 
factory boss, asked suspiciously why his friend John should 
be demoted to assistant status. Was it a disciplinary 
measure? Was something being hushed up? 

Bertie asked jauntily whether anybody had got his knife 
in John, and Prinny, who was chairing the meeting, took 
me to task. An odd arrangement, he said; it could easily 
be misconstrued despite my explanation; it might establish 
an undesirable precedent; staff reaction could be adverse. 
Better go carefully . . . better still, better not! I subsided, 
deflated. 

I should have had sense enough to brainwash them 
individually before the meeting, of course — and, most 
important of all, to convert the chairman first. 
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Enlarging the Role of the 

E 

g Interviewed recently by The Accountant, Mr David Richards, F.C.A 
the English Institute’s Auditing Practices Committee, expresses 





the wider obligations of auditors. 


_ ‘Fundamental to the concept of having an Auditing 
Practices Committee is that it will be an ongoing 


_ concern. Its work will never be finished, because 
= there will always be new situations evolving; 


$ either through accounting changes brought about 


d _ by our own Institute, or by changes in company law, 


| $r _ or of course — as is most likely these days — by social 
changes.’ 


HE Auditing Practices Committee, it will be remem- 
bered, was set up last year under Mr Richards’ 


chairmanship with the objective of doing for standards of 
audit practice what the ASSC is doing for accounting 


-~ standards (The Accountant, December 6th, 1973). Exposure 
drafts will be issued, following the procedure already made 
familiar by the ASSC, for comment both within and with- 
out the profession; subjects listed for potentially early 

- release include reporting on supplementary information 


such as the inflation-adjusted statements required under 


SSAP7, and statements of source and application of funds. 
= ‘The question of producing standards is only part of our 
_ work, Mr Richards said. “The other part is the updating of 

` some of the statements on auditing which have been issued 
over the years — section U of the Members’ Handbook — and 


an updated form of one or more of these statements will be 


available this year. 


Three main areas in the 

work of an auditor 
- ‘As far as the development of standards is concerned, we 
have identified three main areas in the work of an auditor. 
_ The first of these concerns what might be described as 
personal qualities: the degree of independence, his in- 


Zë tegrity, training and educational background. The second 
broad area is that of doing the work — the actual operations 


` involved in its specification, planning, timing and recording; 
the selection and supervision of suitable staff; and the 


-= selection, collection and evaluation of sufficient evidence 


` op which to base the auditor’s opinion. 

- “The third is concerned with audit reporting standards. 
This includes the consideration to be given to accounting 
standards, the matters to be contained in or omitted from 
The views expressed throughout this interview are, of course, personal 


to Mr Richards, and do not necessarily reflect the policies of the Insti- 
tute, its Council or committees, ør his firm. 


reports, the bases for and meaning of any qualifications 
or reservations from opinions, and the context and overall 
significance of a report.’ 

Separate sub-committees of the APC are being estab- 
lished to develop each of these areas. Subject to their speed 
of working — which in turn must depend to a large extent 
on Institute staff availability — Mr Richards was hopeful of 
seeing exposure drafts in each of these three main areas 
during 1975, with a view to there being standards in 1976. 

Looking at the topical question of audit responsibility to 
parties other than shareholders, Mr Richards stressed that 
standards would initially be related to ‘the normal limited- 
company audit situation’; attempts to advance on too 
broad a front would, he thought, achieve little significant 
progress. The APC intended to deal first with the situation 
which was most common ~ namely, the audit of the limited 
company. 


Audit reponsibilities may change 
over remainder of century 


“The persons to whom auditors report, and to whom 
therefore they have responsibility, may well change con- 
siderably over the remainder of this century. At the 
moment it is—at any rate, in law — the shareholders to 
whom auditors are responsible in the UK. It is not so 
clear, however, that auditors’ responsibilities are confined 
to shareholders if one is auditing on the Continent, or 
possibly in the USA. 

‘There is a different emphasis, as far as auditing is 
concerned, in Europe; and this stems from the fact that the 
manner in which accounts are presented, and the accounting 
concepts that are used there, are principally designed for 
the protection of the creditors. Continental sources of 
capital and management traditions are, of course, different 
from those we have become accustomed to in Britain. 

‘I think that the audit reporting emphasis will tend away 
from shareholders — partly towards creditors and partly, 
of course, towards employees. If the Industrial Relations 
Act had remained on the Statute Book, we could by now 
have been given details of the information which com- 
panies would have had to disclose to their employees, and 
on which auditors might well have been required to report.’ 

Looking forward to auditors’ obligations in the area of 
‘social responsibility’, Mr Richards thought that this must 
be at least 10 years ahead. There must be a much greater 
formulation of opinion in this area before any form of 
report could be devised. The Labour Party pamphlet 
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The Community and the Company (The 
Accountant, June 6th and 13th) had laid 
considerable emphasis on the responsibility 
of companies to report ‘to all manner of 
people’ — but including a great deal of 
information which, in practice, directors 
would be very unwilling to disclose because 
of its potential value to competitors. 

‘Nevertheless, whichever way one looks 
— whether towards Europe, towards the USA 
or within this country — the trend is all one 
way. It is away from the shareholders; not 
to exclude them, by any means, but away 
from the total emphasis on shareholders 
and towards creditors, employees and the 
environment.’ 

Mr Richards appeared reluctant to recog- 
nize as entirely realistic or helpful the 
distinction sometimes drawn between the 
audited accounts and supporting notes on 
one hand, and the director’s report on the 
other. While this distinction was well 
understood by members of the auditing fraternity, he was less 
certain that it was appreciated by the ordinary shareholder 
reading a company’s annual presentation; in fact, he 
described it as ‘a very dangerous area’. 


Audit reports should be clear, 
unambiguous — and forthright 


‘I have never been convinced that an auditor can divorce 
himself from a possible misinterpretation of figures in the 
directors’ report — even though the figures in the report 
itself may be perfectly correct—and ignore it by not 
commenting in turn and giving his version to the share- 
holders. The auditor must realise that he is writing a 
personal report to the shareholders — or to whoever else he 
may be communicating with in future; he is there to look 
after their interests, and it is an essential part of his task 
that his report is clear, unambiguous and if necessary forth- 
right in conveying his opinion. It is his letter to those who 
have asked him to look at the company’s results for them.’ 

He recalled that, when auditors were first given a 
statutory right of attendance at annual general meetings, 
the Institute had taken counsel’s opinion on the auditor’s 
responsibility in the event of a misleading statement 
affecting the accounts being made in his presence. Counsel 
had advised that the auditor would be most unwise to 
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remain silent in such circumstances, lest he should appear 
by his silence to concur with that misrepresentation. The 
same principle, Mr Richards said, should apply with even 
greater force to written statements in the directors’ report, 
which would reach a far wider audience than any statement 
made verbally at the annual meeting. 

‘If the auditor is firmly of opinion that the directors are 
putting a wrong interpretation on something, is it not 
common sense for him to give his own opinion about the 
matter? At the very least, he should dissociate himself 
from that wrong interpretation — though that is a somewhat 
negative approach, and I normally prefer a positive 
approach to the situation.’ 

Mr Richards welcomed the opportunity of drawing atten- 
tion to another area of difficulty which had become perhaps 
more prevalent in recent years—the position of the 
auditor vis-à-vis a board composed almost exclusively of 
executive directors and, in an extreme case, dominated by a 
single personality — often in the position of chairman and 
managing director. If, in that situation, the auditor is of a 
different opinion from the executives of the company, 
either about the presentation of information, the way it is 
presented or the figures involved, he cannot directly 
approach anyone who is in a position to take an objective 
view of the two conflicting opinions. 

‘At the very best, in the UK at the moment, there can be 
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strong outside directors who can take a view of the alter- 
natives from an objective position. That, however, is the 
best situation that is available — and, of course, it is unusual 
for an auditor to talk to those non-executive directors, and 
most unusual to talk to them alone. 

‘In the USA, the boards of certain companies have an 
audit committee, consisting of certain of the outside 
directors — though also containing, in all probability, the 
chairman as well. Developments in Europe have been 
towards a supervisory body superimposed over the execu- 
tive board, and consisting of members of the executive 
board together with representatives of the employees and 


shareholders. i 


‘It is to this board in Europe that the auditors have a 
chance of conveying their ideas and opinions. Clearly, 
this is a situation which tends to diminish the — perhaps 
overbearing — influence of the entrepreneur-director. ‘There 


is a need in Britain for a body of people who are well 


enough informed about the affairs of the company, yet 
sufficiently detached from them, to be able to listen to 
auditors’ opinions about the company — the sort of opinions 


= and impressions that can be discussed round a table, but 


cannot readily be expressed in an auditor’s report, however 
hard he may be trying to communicate with the general 
body of shareholders.’ 


Strengthening the auditor's hand 


The creation of an ‘independent’ body with whom 


auditors could liaise, he continued, would be ‘a great step 


forward’ in the cause of more and greater use being made 
of the auditor’s financial insight into the company’s affairs. 
The auditor’s hand would also have been significantly 


` strengthened by clauses 66-67 of the now-defunct Com- 


panies Bill 1973, which had contained specific power for an 


= auditor to resign at any time and to draw attention to any 
circumstances connected with that resignation which in 
` his view should be brought to notice. 


Public regard for the auditor, it was suggested at the 
Institute’s Torquay conference, appeared to have declined 
by reason of the diminishing proportion of published 
information which specifically bore the auditor’s stamp — a 
point that Mr Richards was quick to appreciate. 


‘We have to be careful as a profession that we maintain 


our authority over the information in a company’s report; 


that we are seen to be taking responsibility for information 
supplied to all the members of the community who are 
affected in any way by the company, and to whom we have 
responsibilities. 

‘As a profession, we are not merely the servants of 


_ business; like any other profession, we have to serve the 


public as a whole. In the past, our role has been that of 


= reporting to one particular section of the community — 


namely, the shareholders. 

‘While I believe that this role will always be a very 
important one, it will become less exclusive. Our responsi- 
bilities in the future will be seen to lie towards shareholders, 
trade unions, local authorities and any other organized 
body of public opinion that wishes to rely upon our 
services.’ 


VAT Tribunal 


Decisions 





Procedure: Sufficient Legal Interest 


RECENT decision of the London VAT Tribunal suggests 

a more sympathetic attitude towards appeals by the 
ultimate recipient of a supply who disputes the addition of 
VAT. Refusing an application by the Commissioners of 
Customs and Excise to strike out an appeal on the grounds that 
the appellant had insufficient legal interest to maintain it, the 
Tribunal ruled that a preliminary application to strike out an 
appeal should not normally be made ‘if there is before the 
Tribunal any justifiable issue. 

‘Preliminary application to strike out an appeal should in 
practice be made only in such cases where there are good 
grounds for maintaining that the appeal is totally misconceived. 
In other cases the normal practice should be to give notice... 
that the Commissioners intend to maintain that the appeal 
does not lie or cannot be entertained, and for the point to be 
taken at the hearing of the appeal.’ 

The present appellant disputed the addition of VAT to a 
supply of £1,066. He produced evidence that the additional 
VAT had been added to the suppliers’ invoice and not paid: 
further, he had tendered the amount of the disputed VAT 
to the Commissioners as a deposit against the hearing of the 
appeal, but the Commissioners had refused to accept it. 
Although the point was not taken before the Tribunal, the 
Commissioners’ attitude in this respect appears to be at 
variance with that adopted in the Gilbourne case (The Accountant, 
September 5th). 

The Tribunal indicated that in their view the appellant 
might have a sufficient interest in the appeal in that he had not 
yet paid that part of the suppliers’ invoice representing disputed 
VAT, and also raised the possibility (which counsel for the 
Commissioners was reluctant to accept) that the Tribunal 
might make a direction for adjustment of the suppliers’ VAT 
account with the Commissioners ‘in such manner that it might 
benefit the appellant’. The hearing was adjourned to allow the 
suppliers the opportunity of being joined as co-appellants if 
they so desired. 


Beckley v. Customs and Excise (Tribunal reference 
LON /74/68). 
Not Exempt 


URSING shawls, measuring approximately 8069 in. 
including the fringe and described as being intended for the 
sole purpose of carrying babies, have been refused zero-rating 
by the Birmingham VAT Tribunal. The appellant, it appeared 
in the course of the hearing, had been mistakenly informed at 
some stage that such shawls were exempt from purchase tax, 
and had assumed that they were not therefore liable to VAT. 
Dismissing the appeal, the Tribunal unanimously adopted the 
view of the Commissioners of Customs and Excise that such 
shawls were now rarely used by mothers for carrying their 
babies; they had a number of other uses and were suitable for 
wear by older persons, 
W. G. Jones and Son v. Customs and Excise (‘Tribunal reference 
BIR/74/12). 
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Practice Across Frontiers 


Irish Institute ‘a Wonderful Example’ 


HE Institute of Chartered Accountants of Ireland, with its active membership 

on both sides of the Irish border, was setting ‘a wonderful example’ to other 
professional bodies, Mr Kenneth Cork, F.c.a., declared last week. Mr Cork, chairman 
of the Northern Ireland Finance Corporation, was proposing the toast of the Institute 
at its recent annual dinner, held this year in Belfast. 


With the accession of the UK and 
Ireland to the EEC, Mr Cork continued, 
the demand for accountants’ professional 
services of all kinds would go right 
across all national borders — a situation 
which the Irish Institute, by its own 
constitution, had already recognized and 
anticipated. He thought that this was an 
encouraging sign for the day when 
accountancy would be established as a 
truly international profession, with the 
reciprocal acceptance of accountancy 
qualifications between EEC member- 
states — including Britain. 


Human tragedies 


In his response to the toast, the President 
of the Institute, Mr Eric McDowell, 
F.C.A., expressed himself ‘most happy’ 
that the Institute covered the whole of 
Ireland. He had a sharp word, however, 
for those who would resort to force in 
attempting to impose a political solution: 

‘As an Institute we are, of course, non- 
political, I do believe, however, that as 
individual members we can speak the 
truth and, as Thoreau reminded us, “It 
takes two to speak the truth — one to 
speak and another to hear”. Against some 
of the human tragedies which we have 
been witnessing in recent days, we should 
again all raise our voice in condemnation 
of violence, from wherever it emanates 
and against whoever it is used. Those who 
commit such crimes against our fellow 
human beings should not receive com- 
fort or shelter in any community calling 
itself Christian. 


Inflationary effects 


‘I would now like to pass a few comments 
in relation to life in the communities 
in which we live and work. In recent 
years we have tended to accept inflation, 
and even perhaps to regard it as respect- 
able, provided that it kept within reason- 
able bounds. Government connived too, 
because inflation provided part of its 
ever-increasing requirements for ex- 
penditure; but what is affecting us today 
is the comparatively sudden and increas- 
ingly substantial change in the rate of 
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inflation, which is currently running at 
the order of from 16 to 20 per cent. 

‘Earlier this year, the accountancy 
profession issued the provisional State- 
ment of Standard Accounting Practice on 
“Accounting for changes in the purchas- 
ing power of money” [The Accountant, 
May 16th]. This provisional standard 
suggests that all accounts of listed com- 
panies should be supported by a supple- 
mentary statement designed to remove 
the effects that changes in the general 
purchasing power of money have on 
accounts prepared in accordance with 
ordinary accounting practice. However 
informative and revealing such current 
purchasing power statements may be, 
they will not in themselves provide any 
cure for the problems of inflation in a 
business.’ 


Price control 


At the same time, said the President, 
inflation substantially increased the pres- 
sures on providing the working capital to 
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run a company. Costs were rising 
generally faster than selling prices. so 
that stocks represented a larger per- 
centage of total sales; while at the same 
time the current high interest rates 
tended to push trade debtors up even 
higher than trade creditors. 

“T'o compound these problems over the 
last 18 months or so, there has been an 
artificial restriction on price increases, 
with wages and certain other costs being 
disallowed, in part in the manufacturing 
industry and in full in the distributive 
trades. The result, of course, has been a 
progressive squeeze on profits; yet it is 
only from a profits base that business can 
generate the capital which has been 
defined as “the means to invest in 
tomorrow’. 


Insolvency risks 


‘Since the Second World War, we have — 


grown used to the recurring cycles of up- 
swing and down-swing in the economy. 
The difference this time is the com- 
bination of down-swing with such a 
heavy rate of inflation. 

‘Unless the country is to be faced with 
an increasing spate of insolvencies, 
government must realize the cumulative 
effects of the various matters we have 
been discussing this evening, and for 


which indeed their measures, or lack of 


them, have been so largely responsible, 
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and take remedial action before severe 


damage is caused to the economy as a 
whole. If we do not succeed first in 
reversing, and then perhaps in halting, 
the inflationary trends, we may well find 
that the whole basis and structure of our 
current society is changed.’ 


The President of The Institute of Chartered Accountants in Ireland, Mr Eric McDowell, F.C.A. SS 


(centre) with his principal guests at the Institute's recent annual dinner: Alderman the Rt 
Hon. William Christie, Lord Mayor of Belfast, and Mr Kenneth Cork, F.C.A., Chairman of the 


Northern Ireland Finance Corporation. 
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by P. J. K. WEBSTER, Ph.D., F.C.A., 
Director of Finance, National Ports Council 
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European Seaport Costs ` 


Port financial policy in Britain has attracted little interest outside the 
_ industry. Most people, however, will have noted the dramatic changes in 
| cargo handling techniques including, for example, containers and 
E ‘roll-on-roll-off’ facilities, in the past ten or twenty years, and the growing 
importance of the Continent in UK national trade patterns. 

As a consequence of this, and of the present Government's published 
| plans for a greater measure of central control under a National Ports Authority yet to 
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| be created, ports have become a topic of much wider public interest than in the past. 


| “THE pattern of port ownership in Britain is complex, 
_ J with different types of ownership, sources of finance 
| and accountability; as well as a variety of capital structures. 
| Port authorities may be public statutory trusts (independent 
_ bodies formed to manage port undertakings, with no equity 
| capital, and hence no means of distributing profits); 
` limited companies formed under the Companies Acts or 
| otherwise; local authorities; or nationalized undertakings. 
These differences result in a natural tendency to differing 
| financial objectives and policies, although the National 
Ports Council has exerted some successful influence 
` towards standardization. 
In the past, British port policy — unlike that generally 
applying on the Continent — has required ports to be as 
| fully self-supporting as possible. It has frequently been 
| argued that national policies in north-west continental 
_ Europe and their impact on ports, in the form of direct or 
| indirect financial assistance, have enabled continental 
_ ports to maintain a significantly lower level of charges than 
_ British ports, with a consequent transfer of transhipment 
| traffics to continental ports. 
_ The amounts and effects of the subsidies involved in this 
_ differing approach to port policy are of keen interest to the 
_ National Ports Council; the key issue is not the subsidies 
KE DH D 
_ as such, but whether their effect on continental port charges 
| is of significant importance in relation to British ports or 
| the British economy as a whole. 
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` Comparative study 
` Accordingly in 1969 the NPC appointed Touche Ross & 
| Co to carry out a comparative study into the costs (cargo 
| handling excluded) of continental and UK ports. Publica- 
| tion of their report [The Accountant, February 12th, 1970], 
| stimulated great international interest, particularly in 
| port circles, and many inquiries have since been received 
_ about the up-to-date situation. In the light of this, the 
NPC decided at the end of 1973 to ask Touche Ross to 
revise, update and somewhat extend their previous study. 
As before, this new exercise was aimed to help in deter- 
“mining whether major port authorities in four north-west 
European countries had special cost advantages, justifying 
lower levels of port charges in UK ports. The consultants’ 
recently published report demonstrates that such advan- 


tages do still exist, in the form of substantial financial 
assistance from central or local government. 

The terms of reference were restricted to identifying 
the areas and quantities of direct financial assistance given 
to port authorities. Other methods of support might include 
aid with, or the free provision of, navigational facilities 
such as channel lighting, buoyage and marking of channels, 
and also customs and ship-repair facilities. Much more 
significant, however, in relation to inducing industrial 
users to locate at specific waterside sites, may be the 
regional development policies, including various methods 
of financial assistance, pursued by all the governments of 
Westerm Europe — including that of the UK. 


The report 

In their report? Touche Ross & Co set out a fresh analysis 
of the costs of Hamburg, Rotterdam, Antwerp and Dunkirk 
(the same ports as in the first study) compared with 
London, Southampton and Bristol. This time Bristol was 
included in substitution for Liverpool, whose costs would 
not have been fairly comparable because of its 1974 
reconstitution. 

They have again concentrated on those port costs which 
are under the short- or long-term control of the port 
authority, and have thus not devoted great attention to 
physical and geographical variations which affect port costs. 
Nor have they considered the wider economic arguments 
on port objectives, these latter being outside the terms of 
reference. 

Cargo handling costs also are not analysed because, while 
cargo handling is a crucial aspect of the overall port picture, 
the costs involved are of a very different nature from those 
relating strictly to the port’s fabric. On the Continent, much 
cargo handling is still segregated and operated by separate — 
usually private sector — stevedoring companies, while the 
UK tendency has been towards acquisition of the indepen- 
dent stevedores by port authorities. 

Whereas the 1970 report placed more emphasis on the 
continental ports than on UK ports, the new publication 
presents a similar range of information on the seven ports 
studied. It is hoped that publication of the study will be of 





‘Comparison of the Costs of Continental and British Ports — 1974 (116 pp. 
plus detailed appendices); National Ports Council, £10. 
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even greater interest internationally. There are sections in 
respect of each port, setting out on a comparable basis the 
legal status and constitution, geographical factors, pattern 
of growth, planned developments, labour force, sources of 
capital and financial objectives, together with analyses of 
financial accounts covering varying periods between 1968 
and 1973 and appendices showing additional physical, 
operational and financial data. 


Continental advantages 


The study had not progressed very far before it became 
apparent that continental ports were still enjoying several 
different types of subsidy, and to a far greater extent than 
existed in the UK. These subsidies took the shape of 
financial assistance by central or local government on 
capital and revenue account, and, in certain cases, the 
absorption of deficits in the respective municipality 
accounts. This led to an extension to discover: 

(a) the effect on the costs of each individual port, both British 
and continental, if all services associated with it had to be 
paid for and if there were no capital subsidies; from this it 
was possible to calculate the necessary proportional change 
in revenue for the port to break even (indicating how far a 
port is away from being a commercial entity); and 

(b) the effect on the costs of each British port if it were 
operated under the same financial conditions as each 
continental port studied; from which it was possible to 
convert the change in costs directly into a proportional 
change in revenue. 


The extent of the subsidies which is fully illustrated in 
the comparative chapter of the report, highlights the fact 
that, using method (a) above, the additional revenue 
required by the four continental ports to break even after 
bearing full costs of operating, vanied between 29 and 
78 per cent. 

The following summarizes the financial advantages 
enjoyed and disadvantages suffered by each port par- 
ticipating in the study: 


Bristol, London and Southampton 


These UK ports received port modernization grants and 
investment grants, but no other subsidies. Port moderniza- 
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tion grants were available at 20 per cent on infrastructure, 
and cargo handling capital expenditure between 1967 and 
1971, but have since ceased. British ports pay substantial 
local rates on a formula basis, i.e., a percentage of income 
intended to cover fixed costs, rather than, as in the private 
sectcr, on the rental value of the undertaking. 


Antwerp 

The port of Antwerp enjoyed large capital subsidies 
between 1956 and 1967 and does not have to pay interest 
or charge depreciation on the assets so provided. The State 
continues to provide capital subsidies at a reduced level, 
and pays for capital and maintenance dredging of the river 
and for construction of sea locks. 

In addition, the port’s operating losses are written off 
each year. 

If the financial conditions under which Antwerp operates 
were applied to Bristol, London and Southampton, the 
British ports would be in a position to reduce port charges 
on ships and goods (except handling charges) by between 
one-third and one-half. 


Dunkirk 

The State bears 60 per cent of the cost of quays, quay walls 
and dry docks and 8o per cent of the cost of other infra- 
structure, including capital dredging. The port does not 
pay interest or depreciation on the State’s contribution, 
The State also pays for maintenance dredging outside the 
port area and for the operation and upkeep of access locks. 
In similar circumstances to those of Dunkirk, the British 
ports would have been able to cut charges by up to one- 
third or more. 


Hamburg 
The port operations of the City of Hamburg are not 
regarded as a separate financial entity and there is thus 
no requirement upon the city to relate port income to 
expenditure; income received directly by the city from port 
activities does not cover operating expenditure on the 
port. This is even before charging interest on capital or 
depreciation of fixed assets. The German Federal Govern- 
ment pays for all dredging of the lower Elbe below Schulau. 
Under Hamburg conditions, the British ports could 
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modify their charges by between a two-thirds cut and 
virtual elimination. 


Rotterdam 


At Rotterdam, the State pays for all maintenance dredging 
outside the port area, and two-thirds of the cost of sea 
dykes, breakwaters and capital dredging outside the port 
area. There is often a considerable delay between works 
being carried out and the port paying over its share. 

The port pays interest on a notional capital equal to the 
written-down value of its fixed assets, rather than on gross 
capital contributed. Moreover, this interest is reduced by 
accelerated depreciation in the past. 

In a similar situation to Rotterdam, the British ports 


could reduce charges by about one-sixth to one-third. 


Conclusions 


The NPC fully acknowledges that a direct port subsidy 
is only one of the ways in which governments can encourage 


greater utilization of specific ports; and that the role of 


ports in the economy, and port objectives, are viewed 
differently on the Continent. As the report states: 

“The four continental ports studied serve more or less the 
same hinterland. They are in competition with one another 
for both through traffic and industrial development. Hence, 
it is natural for a country to view a particular port as an in- 
_tegral part of the economy of its region and not as an enterprise 
which is necessarily a commercial viable entity.’ 
Nevertheless, it is emphasized that ports in Britain are 

expected to be self-supporting, which must condition their 


| financial approach. While it is right to stress that charges 


levied by port authorities represent only a small proportion 


= of total transport costs, it is important that port users, 





and the general public, should be aware that British ports 
are not assisted by central or local government on the same 
scale as those continental ports with which they may be 
competing for certain types of traffic. 

The report is a valuable factual study as a starting point 
for examination of more difficult questions such as how to 
assess the ultimate effect of subsidies; the growth and 
importance of cargo transhipment; the extent to which port 
development of itself propagates industrial activity; and 
the relative effectiveness of financial assistance direct to 
industry rather than to ports. 

The NPC intends to hold an invitation seminar early in 
1975 at which it is hoped there will be full discussion of the 
report and of the foregoing issues and their implications 
with representatives of British and continental ports, the 
government departments concerned, shippers, shipowners, 
and trade unions whose members work in the ports. 

This very potted commentary on one particular port 
financial problem will, it is hoped, stimulate some further 
interest in the UK port industry. The industry is not 
witheut its other financial problems, however; the ten 
years since the NPC was formed in 1964 have been the 
most fascinating period of my professional life in the ex- 
ploration of a whole chain of puzzles. 

To mention just a few, there is the question of the long 
physical lives of assets coupled with obsolescence at an 
accelerating rate which makes depreciation no easy prob- 
lem; the application of inflation accounting; questions of 
pricing when local monopoly effects are strong and controls 
over price levels exist; and the bedrock problem of appro- 
priate types and levels of financial objectives. There are 
no easy short cuts to any of these problems, but the NPC 
will keep on trying. 
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Taxation 


Case 





CIR v. Church Commissioners for England 
In the High Court of Justice (Chancery Division) — July 25th, 


1974 


E (Before Mr Justice MEGARRY) 


Income tax — Sale of reversions on leaseholds — In consideration of 
rent-charges — Rent-charges non-deductible in computing pur- 
chaser’s profits — Tax deducted in paying rent-charges — Whether 
such tax recoverable from Revenue — Whether leapfrog procedure 
available for appeal — Improvement of Land Act 1564, sections 


49, 50, 5I — Settled Land Act 1925, sections 39, 84 — Income Tax 


Act 1952, sections 177, 447 — Finance Act 1955, section 27 — 


‘Finance Act 1963, sections 15, 73 — Administration of Justice Act 


1969, section 12. 
By a written contract in 1960 Church Commissioners sold to 
Land Securities Investment Trust Ltd their reversions on 


certain leaseholds owned by that company. These leaseholds, 
which were for terms varying from 60 years to ggo years, 
yielded rents totalling £62,500 a year. Some of the reversions 
were freehold and some leasehold; and after paying rates of 
£22,000 a year in respect of the leasehold reversions, the net 
rent received by the Church Commissioners was £40,500. The 
consideration for the sale was the reservation by the Church 
Commissioners of rent-charges for ten years, and these rent- 
charges totalled £96,000 a year. In Commissioners of Inland 
Revenue v. Land Securities Investment Trust Ltd, the House 
of Lords decided that the rent-charges should not be deducted 
in computing the company’s profits for profit tax purposes, as 
they were the price of capital assets, namely the reversions. 

The present case related to the right of the Church Com- 
missioners, as a charity, to recover the income tax deducted by 
the company in paying the rent-charges. The relative years of 
assessment were 1959-60 to 1963-64. On appeal to the Special 
Commissioners they held that the Revenue had wrongfully 
refused relief to the Church Commissioners. 


Held: the Special Commissioners’ decision was correct. 

The Revenue applied for a certificate under section 12 of the 
Administration of Justice Act 1969 for an appeal to the House of 
Lords without an intervening appeal to the Court of Appeal. 


Held: refusing a certificate, the point of law in the case did 
not relate wholly or mainly to the construction of an enactment 
or a statutory instrument and was a matter of discretion. The 
application for a certificate was refused. 
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Roll-over Relief 


and Development Gains 


S by R. M. WALTERS, M.A., F.C.A., Principal Lecturer in Taxation, Bristol Polytechnic 


OW that ‘pirate’ versions of the Finance Act 1974 are 
available, it is possible to consider some of the pro- 


visions which have altered since publication of the Bill, and - 


to try to unravel some of the more obscure parts of the 
legislation. 

. One of the parts which has altered considerably is that 
concerning roll-over relief (more technically known as 
_ relief for replacement of business assets) and development 
gains. The legislation regarding this aspect is also peculiarly 
complex. It is instructive, therefore, besides being probably 
very lucrative, to understand the reliefs given in this area. 

The Inland Revenue press release, dated December 17th, 
1973,- which first introduced. development gains to an 


expectant world, stated boldly thatthe provisions of the law 


under which a trader (and certain other taxpayers) ‘may 


claim to defer tax on the gain arising from the disposal of. 


trading assets if the proceeds are re-invested in other assets 
for: use in his trade, will not apply to SEH gains charged as 
income’. 


Unfair ‘discrimination 


Now, since a development gain is nothing but a 
capital gain with immoral undertones — but nevertheless a 
gain which may be quite fortuitously, and not by any evil 
design, a development gain — it is obviously unfair that a 
person, just because he has a development gain, and 
incidentally pays the penalty for it in much higher tax rates, 
should also. be deprived of the right of rolling over an 
equivalent capital gain and fail to obtain the same relief at 
30 per cent as a person who does not have the accident of a 
development ‘gain. Accordingly the legislation, like many 
another draconian part of the Bill, has been toned down and 
there is now a reasonable amount of relief. 


The appropriate legislation for providing the relief is to 


be found in the Finance Act 1974: Schedule 3, paragraphs 
16 to 19; Schedule 4, paragraph 2; and Schedule 8, 
` paragraph 4. Before setting out to explain the new legislation, 
it is important to recapitulate briefly the essentials both of 
roll-over relief and of development gains. 
` This relief is available where an asset used for the purposes 
of a trade and falling within certain categories is replaced, 
up to one year.earlier or up to three years later, by another 
asset within any of the same categories for use in the same 
trade (though the expression ‘same trade’ can be extended 
within certain limits). The appropriate SE are as 
SE 


Class 1 A (a) any building or part of a building and any 
permanent or semi-permanent structure in the 
nature of a building, occupied (as well as used) 
only for the purposes of the trade; and 

(b) any. land occupied (as well as used) only for the 
purposes of the trade. 

B Fixed plant or machinery which does not “form 
part of a building or of a permanent or semi- 
permanent structure in the nature of a building. 

-Class 2 Ships. 

Class 3 Aircraft. 

Class 4 Goodwill. 

Class € Hovercraft. ` ` 

It will be remembered that any of the above assets can be 
replaced by any other, and that it is no longer necessary for 
them to be within the same class. 

The nature of the relief is that the chargeable gainon the 
old: asset, instead of being taxed immediately, can be 
deducted from the cost price of the new asset for future 
capital gains tax purposes. However this only applies where 
the whole of the proceeds of the old asset is less than the 
cost of the new asset. Where it is not, then an amount.of 
chargeable gain, equal to the difference between the selling 
price of the old asset and the cost price of the new, is 
taxable forthwith arid only the balance of the gain, if any, 
can be rolled over. © > 

Where the asset on to which the gain is to be rolled is a 
wasting asset (i.e., having a life of less than 50 years), in- 
stead of deducting the amount available for roll-over from 
the cost of the new asset, the appropriate amount of the 
gain is put on ice, as it were, and becomes chargeable to 


‘tax at the earliest of one of three events, namely: 


(x) disposal of the new asset; 

. (2) ceasing to use the new asset for the purposes of the trade; 
or 

(3) ten years from the acquisition of the new asset. 


_ Development gains 


It is not the purpose of this article to cover the computation 
of development gains in detail. It is sufficient to understand 
that one first calculates a capital gain, as for capital gains 
tax purposes. This involves taking the disposal price of the 
asset and deducting cost and enhancement expenditure, or 
April 6th, 1965 value if appropriate. Thus the.capital gain 


‘will usually be less than the selling price of the asset, and 


only in very rare circumstances will it be the same. 
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The development gain is then calculated and this, by 
reason of the third methed of calculating a development 
gain, cannot exceed the capital gain though it could either 
be less than or equal tc it. The development gain is 
` chargeable to the full rates 3f income tax or corporation tax, 
and the balance of chargeable gain is taxable both in the 
case of individuals and companies at 30 per cent, though 
individuals may have a lower rate. 

Thus, given the disposai of an asset with a ı selling price 
. (SP), a capital gain (CG) and a development gain (D), it 
follows that D is equal to sr lower than CG which, in its 
_ turn, is equal to or lower taan SP. Also a given amount of 
SP might not be re-invested in new assets. 
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Transitional provisions 


Armed with this knowledge we can now. fickle the Finance 
Act 1974. Paragraph 2 of Schedule 4°is a comparatively 
easy section and deals with the transitional position where a 
person entered a binding contract; or a written quasi- 
contract, before December r8th, 1973 to acquire new assets 
in the expectation of obtairing roll-over relief on the sale 
_of an asset after that date. In that case the development 
gain on the sale of the seccnd asset is computed without 
taking account of roll-over relief, and is then reduced by 
the excess of the amount sp2nt on the new assets over the 
sum of: 


(a) the cost and erihancemest expenditure on the old asset; 
(b) any chargeable gain on the disposal of the old asset. 








` For example: f i £ 
Selling price o? asset sold after December 18th, 1973 100,000 
Cost plus enhancement expeaditure 20,000 
Gain ss © we a Pax 

. Development gain... si 50,000 
Chargeable gain £30,000 
Reinvested in new assets before December 1 8th, 1973 £90,000 


In the days before December 18th, 1973, the trader 
would have expected a cha-geable gain of £80,000, of 
which {10,000 ({100,c00o— £90,000) would not be re- 
invested, so that he could expect to roll over £70,000. 
Schedule 4 states that the development gain is to be reduced 
in these circumstances by the excess of {90,000 over 
{£20,000 (cost and enhancement expenditure) and £30,000 
(the chargeable gain), i.e., £4c,000. Thus the development 


gain becomes {10,000 ({0,000o—{40,000), and: the . 


chargeable gain becomes £7c,000 (£80,000— £10,000). 
One then turns to Schedule 8, paragraph 4, which states 
that, in applying roll-over rel ef to development gains tax 
cases, one treats the considerat.on for the disposal of the old 
asset as if it were the actual consideration less the develop- 


ment gain. Thus the actual ccnsideration is £100,000, the. 


development gain is now £ 10,0 so that the new considera- 
tion is deemed to be £90,000. This is all reinvested, and so 
the whole of the chargeable gzin of Am ooo can be rolled 
over backwards. 
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But contrast this with the following case: 


Seling price of asset sold after December 18th, 1973 100,000 








Cost and enhancement expenditure 45,000 , 
Garr. 55,000 l 
Development gain 20,000 
Chageable gain . £35,000 


- Reinvested in new assets before December 18th, 1973 £70,000 








In tis case a roll-over of £55,000—(£100,000— £70,000), 
= {25,500 might have been expected before December 18th, 
1973- ; l 
Apttying the formula for reduction of development gains- 
one gets (£7o,000— £45,000 (cost and enhancement 
expenditure)— £35,000 (chargeable gain)). Since this is 
negati~2, there is no reduction in the development gain. 
However, the roll-over relief is unaffected since the con- 
sideration for the disposal is deemed to be £100, oo0o—' 
£20,0c (development gain) = £80,000. . 

Of tīis £10,000 is not reinvested, so that £25,000 of the 
chargez2le gain can be rolled over as before. Thus it can 
be seer. that where the difference between the amount not 
reinvesc2d and the disposal price exceeds the development 
gain nc adjustment is needed and none is given. 

In computing development gains, any claim under 
section 33 of the Finance Act 1965 (for roll-over relief) is 
ignored and, where an asset has had its consideration 


' reducec by a sum rolled over, the development gain is 


calculated as if no such reduction had ‘occurred (Schedule 
3 to the Finance Act 1974, paragraphs 16 and 17). ~ 


Roll-ovar of development gains 


This is the new relief introduced into the Act, in defiance. 
of the -nland Revenue press release referred to earlier.” 
Scheduk 3, paragraph 18, states that, in order to obtain the- 
relief, th2re must be a disposal of old assets used, and used. 


- only, for the purposes of the trade throughout the period of 


ownership; that development gains occur on the disposal; 

that all cz part of the proceeds are applied to the acquisition 
of assets within the categories of assets which give roll-over 
relief ani which are qualifying assets; and that the amount 


„ of the proceeds so applied is greater than the difference 


between the whole consideration for the apo: and the, 
amount =f the development gains. 

` ‘Qualicying assets’ are defined as any asset within the 
categorie listed earlier/in this article except those in‘class'1, 
head A (4); that is to say, roll-over relief is not available if 
all you c& is to invest in more land, unless that land is the 
site of a Suilding or ancillary to a building mentioned i in 
class 1, tead A (a). ` 

The last condition also heeds examination. It states that 

the amount reinvested must exceed the difference between 
the whole consideration and the development gains. Thus 
if the sel ing price is SP, the amount not re-invested is y, 
and the cevelopment gains are D, then SP—y must exceed 
SP—D: This means that y must be smaller than D or, in 
other wo-ds, at least some of the development gains have 
been reinvested. If the amount not reinvested is all develop- 
ment gaits, there is no relief. 
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In order to calculate-the measure of the- relief, it is 
necessary to follow through a number of stages. The 
meaning and purpose of these is by no means clear from. 
a reading of the legislation, but a little interpretation may . 
assist. 

Stage I 


Find the lower of (a) the amount reinvested in new assets ` 


less the difference between the consideration for the disposal 
of the old asset and the amount of the development gains on 
the old assets, and (b). the amcunt reinvested in qualifying 
assets. This amount is called ‘the material amount.’ 

This stage can be analysed as follows using the same 
algebraic terms as above. (a) above equals. SP—y—(SP—D) 
which boils down to. D—y; in ather words it is the amount of 

" the development gains less the amount not reinvested. ` 


(6) would appear at first to be equal to SP—y which by 
definition must always be equal to or more than D—y, since 
the development gain can never exceed the selling price. 
Thus it would appear that it is.only necessary to calculate the 
development gains less the amounts not reinvested. However, 
the point of (b) lies in the definition of qualifying assets. So 
that, whereas SP—y equals the selling price less the amount 
not reinvested in assets within section 33 Finance Act 1965, 
the amount actually required at (6) is that amount less the 
further amount, if any, reinvested in land which is not the 
site of, or ancillary to, buildings used for the trade. 

Thus if the amount invested in land is called z, then we are 
comparing D—y and SP—y—z. If there is no reinvestment 
in land, then it.is only necessary to calculate development 


gains less the amount reinvested, arid this is ‘the material 


amount.’ 
Stage 2 
Next calculate ‘the appropriate amount’. 
If the material amount is equal to or greater than half the 


development gains, then the appropriate amount is the full . 


. amount of the development gains. 
If the material amount is less than half the development 
` gains, then the appropriate amount is twice. the material 
amount. (This obviously gives an appropriate amount which 
_is less than the amount of the development gain). 
` Stage 3 
Calculate the relief, which takes the form of a tax credit Dë, 
"it is a deduction from the income tax or corporation tax cal- 


culated without any initial attention to the See equal to the’ 


lowest of: 

(1) 30 per cent of the appropriate amount calculated at stage 
2; i.e. the, lower of the development gains themselves and 
some sinaller amount; 


(2), 30 per Cent of the excess of all development gains over ` 


- development ‘losses accruing to the taxpayer in the year of 
` - assessmerit or accounting period as appropriate; or 
"ZS (3) the total amount of income tax to which the individual is 
` liable for the year of assessment} or in the case of a com- 


pany its corporation tax liability for the pened as first» 


reduced by any set-off of ACT: ” 


` Also for future capital gains tax purposes, the so-called 
‘appropriate amount’ as calculated at stage 2- shall be 


deducted from the cost price of any qualifying asset pur- ; 
chased as a replacement. If the replacement assets are. 


wasting assets then the amount is not deducted, but the 


. amount of the tax reduction is assessable and recoverable ` 


under Schedule D “Case VI at the earliest of the three 
events already referred to in respect of wasting assets. 

Relief may also be available under Schedule 8, paragraph 

4, in respect of the capital gain, taking the consideration for 


the old asset: as Ke the. actual consideration less the 
development ‘gains. -. v 
To sum up; Schedule 8 pivesitelief in respect of SP—D—- 

y, and Schedule 3 gives relief in respect of D or, where the 
amount not reinvested is more than half the development’ 
gains, for an amount somewhat less than D. Thus relief is 
obtainable in general on (SP—D—y)+D,=SP—y; or on 
selling price less the amount not reinvested, which is in 
accordance with the principles of the relief. 








Examples 

Two examples will illustrate the principles. 
Example I 

£ 
Selling price of the old asset po SE .. 100,000 
. Cost .. ; we Si “5 <. ° ae 20,000 

Gain .. Ee me ar ae ae .. 80,000 | 
Devious gain .. | .. a ae +, 50,000 
Capital gain a éi Gei "Sne .. £30,000 
Amount reinvested in qualifying assets... .. £85,000 


Relief under Schedule 8, paragraph 4: 

Deemed consideration £100,000—{£50,000=£50,000. This 
, sum at least is reinvested, and is more than ES capital gain; 

therefore roll-over £30,000. á 


Relief under Schedule 3, paragraph 18: 
The material amount={£ 50,000—-({100,000— 85,000) = 


£35,000. 
As this is more than half of £50,000, the appropriate 


amount is the amount of the development gains; so the tax 
relief is 30 per cent of £50,000 unless the other limitations 
apply, and £50,000 is. deducted from the cost of the new . 
assets. 


Example 2 

Details as in example 1, except that only £72,000 is reinvested 
in assets within the section 33 categories, of which {£5,000 is _ 
in non-qualifying land. Relief under Schedule 8, Paragraph 4, 
will bẹ as in example L 


Relief under Schedule 3 ee I8: 

The material amount is the lower of: 
D—y=(£50,000—(£100,000—£'72,000)) ` = £22,000 
and SP—y—z=(£100,000— £28,000— £5,000)= £67,000. _ 
This i is, therefore, £22,000, or less than half of the develop- 

ment gain, so that the appropriate amount is 2X £22,000= 

£44,000. Therefore: relief is obtainable at 30 per cent of . 


£44;000 (unless the other limits restrict it) and £44,000 is 
deducted from the cost of qualifying assets. 


One final point of interest emerges from the first EA 
Had the gain of £80,000 been all capital gain, the relief ` 
available for roll-over. would have been limited;. £15,000 
(the amount not reinvested) would: have been chargeable, 


` and only £80,000— £15,000 would be available for roll- 


over. Paragraph 4 of Schédule 8, by artificially depressing 
the deemed consideration for the old asset, appears to 
nullify the restriction and so produces an added bonus. 

As a final plea, could the Treasury not explain more 
clearly what they are trying to do, within the legislation? 
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Pension 
Breakth rough 


From Our New York Correspondent 


HE early: days of the Ford Administration will be 

_ i remembered for several decisive actions affecting the 
accounting prcfession no less than business management 
and labour leaders. Enactment of the Employee Retirement 
Income Security Act of 1974 at the beginning of last month 
marked victory in a long.battle (‘Pie-in-the-Sky Pensions’, 


The Accountant, September 27th, 1973) waged by reformers 7 


. who had been struck by the fact that nearly half the private 
pension plans that have to be terminated for one reason 
` or another are incompletely funded. 
The need foz'these plans has become more and more 
~urgent over the years during which the battle has raged. 
Social security pensions are indeed being. raised — and at 
“times keeping approximately. i in step with today’s alarming 
rates of inflation. But union leaders as well as company’ 
managements have long made it clear that they do not 
- regard these public plans as adequate protection for an 
employee who — in the glowing terms of the typical last 
paragraph of the chairman’s annual letter to shareholders 
— has constituted the company’s BS asset for some 30 
years of his life. 


Premature retirement 


‘In addition mo the familiar problems of maintaining 
reasonably. comfortable living standards after retirement 
at the normal 65-year turning-point, today’s unemploy-. 

_ ment rate (already nearly 54 per cent in the United States) 
greatly increases the likelihood that the employee will be 
required to retire at an earlier age. A supplemental pension. - 
plan usually has to be set up to cover the extra cost of 
supporting such pensioners op Ve basis of fewer years of ` 

_ service than was originally estimated. 

-An even more acute problem may arise from the loss in 
value of assets on which pension funds depend to cover the 
current costs of payments to pensioners. The Sixties vogue 
of investing in ordinary shares is now bringing its punish- 
ment to fund managers who have been watching their 
holdings (as typified by the Dow-Jones Industrial Average) 

. fall from. 1,000 at the beginning of 1973 to below 600 
in récent weeks, Added to the increasing number of bank- ` 
ruptcies and plant closings, the outlook for full honouring 
of pension commitments is hardly encouraging. 

Companies are already beginning to feel the pinch, even 
im cases where their pension funds are still solvent and 
above reproach. During the Sixties, many companies were 
able to show declining — or even zero — costs for their 
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pensica plans, thanks to the increase in the market value of 
assets. It will be interesting to see how these companies 
allow Dr this year’s drastic decline’in values. 

One of the key purposes of Accounting Principles Board 
Opiniea No. 8, issued in the mid-sixties under the title 
‘Accounting for the Cost of Pension Plans’, was to shelter 
‘pension funds from distortions — which have recently 
provec much more severe than was at that time expected — 
arising from stock-market fluctuations. It is, realized that 
some zind of averaging or spreading of the fluctuations 
will, now more than ever, be required. But this is only one 
of the -nany uncertainties that the Financial Accounting ` 
Standards Board is urgently reviewing in the light of the 
new Act. At the same time, the American Institute has 
organized a series of two-day lecture programmes in differ- 
ent cits in order to explain the professional implications 
of such a highly complex law. ~ 

The trade unions have been among the most vocal 
supporters of pension-reform legislation. They are delighted. 
to see tze provisions for more generous payments and more 
careful policing of the funds. E 

Manrunion workers are already able to retire on hali pay 
after om'y some 20 years of service. The United Mine 
Workers were the pioneers in this area under the leadership 
of Mr “ohn L. Lewis, and they have made demands for 
further improvements (‘astronomical’, in the eyes of the 
employe-s) as part of the price of renewal of their long-term 
labour contract next month. Significantly, the Act. leaves 
to the UMW and other unions responsibility for administer- 
_ ing ae own pension funds. 


_Self-emsloyed pensions 


Another group that has welcomed the new Act are the self- ` 
employe= — including tax advisers, financial consultants and 
one-man practitioners. Private pension plans built up under’ 


_ the so-called Keogh provisions had been limited by a. 


ceiling equivalent to.some {£1,000 in the total annual 
contribu=on that can’ be treated as an ‘adjustment’ (i.e., 
a pre-tax charge). Now, a much higher ceiling will allow 
payments to these plans to,be increased in line with'today’s 
living co=zs, without dipping into after-tax income. > 
Many <uestions in the professional interpretation of the 
Act remain to be resolved. In the past, annual reports have 
usually confined themselves to a bare statement of the 


current cost of the company’s pension plan, with little 


explanation of the actuarial methods used to arrive at this 
“cost or o7 the rate at which prior-service costs are being 
amortizec. The Act makes a number of notably generous 
changes i3 areas like these — such as requiring up to 30 per 
cent of a company’s equity to be set aside for pension 
obligatiore if a plan has to be terminated, and requiring 
prior-servize costs to be amortized in not more than 40 
“years. 

The Senirities, and Exchange Commission will remain, 
as in the zast, more exacting than the professional bodies | 
on the ex-ent to which pension funding arrangements are 


disclosed im company reports. But a new review of account- ` 


ing quancaries br Mr David Norr of First Manhattan 
Company concludes: ‘It is time ‘to narrow the options in 
accounting for pension expense.’ Most practitioners would 


almost certainly agree. 


October 31st, 1974. - 
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Pennine Motor Troubles 


HIS week’s reprint of the accounts of 
Pennine Motor Group is a partner 
to the reprint of the Grimshawe Holdings 


accounts in ‘Finance and Commerce’ on - 


October roth. Pennine Motor was formed 

` as a company in the Grimshawe orbit but 
graduated to a separate Stock Exchange 
quotation. 

The extent of the Grimshawe equity 
interest in Pennine was gradually reduced 
by the effect of various Pennine acquisi- 
tions, but P. R. Grimshawe & Co, the 
investment banking company in the 
Grimshawe Holdings group, with sub- 
sidiaries and associates, held 1,299,000 
Pennine shares at February Ist, 1973, 
1,897,898 at January 31st, 1974, and 
‘1,241,200 shares at September roth, 
1974.-that being the latest date to be 
conveniently included in the annual 
report dated October 4th, 1974. Pennine, 
on the other -hand, holds, 74,000 
Grimshawe Holdings ordinary shares 
which have been written down to £2,200- 
equivalent to 3p a share although’ the 
market value at January 31st, the ac- 
counting date, was £5,180. 

Mr Peter ` Grimshawe resigned as 
chairman and from the board on February 


8th, 1974, when he was obliged to leave. 


the Grimshawe group in the circum- 
stances described in this column in the 
issue of October roth. Mr Grimshawe 
held 20;000 shares at January 31st; 1974, 
and at the time of the issue of the report 
still held them. 


Bad results 


The new chairman of Pennine is Mr ` 


` C. M. R. Wilkinson. He was appointed 


chairman on March sth and is beneficially - 


interested in 274,900 shares, In describing 
the 1973-74 results as ‘extremely bad’, 
Mr Wilkinson reminds shareholders in 


the first paragraph of his chairman’s ` 


statement that he did not join the board 
as chairman until after the year end. ,- 
Quite apart from the generally difficult 
conditions experienced in the motor 
retailing business, the Pennine Group, 


the chairman points out, was faced with ` 
the fact that the more expensive ranges of 

cars in which Pennine specialized were - 
badly affected by the fall in demand. The ` 


problem was further exaggerated by the 
dramatic reduction in demand for used 


cars. As a result, the group found it 


necessary to make a substantial provision 
for anticipated losses on cars in stock at 
the year end. 

Mr Wilkinson comments that when he 
joined the company in March it was clear 
that a rationalization programme would 


be necessary ‘if Pennine was to operate 


as a profitable and viable ‘group’. At this 
point it is pertinent to direct attention to 
the auditors’ 


tion programme, the assumption of 
continued support. from the group’s 
bankers and the need for more up-to-date 
management accounts and projections 
before the extent of banking facilities 
required can be gauged. 

Rationalization undertaken has Netto 
ded the disposal of a Peugeot distributor- 
ship at Brotherton, Yorkshire, the sale of 
a business in Sheffield and a general 
reduction in stocks. 


Property values 


The group is now Gg a more 
viable unit than it was at the year end’, 

and short-term borrowings have been 
reduced from £848,000 on January 31st 
to approximately £400,000. Freehold and 
leasehold properties were- valued by 
Mr P. S. Witney, A.R.1.C.S;, a partner in 
C. M. R. Wilkinson & Partners, a firm 
in which the Pennine chairman is also a 


report and Coopers E. 
Lybrand’s comment on the rationaliza- , 


partner. On the basis of that valuation the 
boardroom view is that properties on an 
existing use basis are worth some 
£260,000 more than the net book value of 
£484,894. Disposal at the valuation figure 
would. give rise to a taxation liability of 
some £80,000. It will be seen that the 
revised valuation has not been written 
into the accounts. 

Of the extraordinary items, the £15,250 
of take-over expenses turned on the abor- 
tive’ negotiations for the acquisition of a 
sizable private company, D.S.M. Autos. 
The Pennine share listing was suspended 
in July 1973 ‘in view of the significance 
of this transaction’, but negotiations were 
finally terminated last February and the 
listing was restored last March. 

Mr Wilkinson comments that the 
negotiations ‘although abortive, were 
costly, particularly in terms of account- 
ancy information which was necessary 
and various other fees which were in- 
curred’. It is still the intention, when 
circumstances permit, to expand the 
group by acquisitions. 

In the annual report shareholders were 
promised an announcement of 1974-75 
first half results before the annual meet- 
ing, but were told that the half-year 
would show that the group had con- , 
tinued to incur losses, albeit at a lower 
annual rate. 


British Dredging Co’s Accounts Qualified 


ELOITTE & CO qualify their report ` 


on the British: Dredging Co’s ac- 
counts in two, respects concerning’ the 


company’s new subsidiary Avonmouth . 


Engineering. One concerns the outcome of 


the failure of certain plant, and the other - 
‘concerns the accounts of a subsidiary 


where the auditors have not been able to 


form an opinion whether the profit and. 
"Joes account gives a fair view of results. 


- Reference to the first matter is provided 
under the note to the accounts concerning 


contingent liabilities. Under the sub- . 


heading of Avonmouth Engineering Co 


‘Ltd, it-is stated that in November 1973 a 


serious failure occurred during the testing 
stage of an installation which was one of 


` 


the company’s major projects and sub- ` 
stantially completed at the date of acquisi- 


- tion: The value of the work carried out on 


the project is included in work in pro- 
gress at March 31st, 1974. 

An independent investigation into the 
cause of the failure is being conducted 
and until the findings are published ‘it is 
not known who will be liable for the 
consequences of the failure.’ The direc- 
tors have made no provision in the 
accounts. 

On the other matter, Note 4 to the’ 
British Dredging accounts headed ‘Avon- 
mouth’ records that during the eight 
months to March 31st, 1974, a subsidiary 
of Avonmouth continued to carry out 
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certain contracts which were n progress 
‘at July 31st, 1973 - the proi account- 
ing date. 
_. “The auditors are stated to have reported 
being unable to obtain adequa:e explana- 
tions for the variation betweer. the gross 
profit contribution from these contracts 
included in the accounts of that sub- 
sidiary for the year ended July 31st, 
. 1973, and for the period to March 31st, 
` 1974, and consequently’ were unable to 
express an opinion on the proft and loss 
account of the subsidiary concerned. 

It is added that ‘if the gross profit con- 
‘tribution earned throughout. on those 
contracts had been taken in proportion 
to the costs thereon in the -espective 
periods, the profi: before tax in -espect of 
this subsidiary for the period o March 
gist, 1974, would have been £107,000 
compared with £26,000 included in those 
accounts’. f 

British Dredging’s pre-tax prefits were 
back from £1,011,859 to £423,978 despite 
an ‘improvement from {£12 million to 
£1367 million in turnover. THe Avon- 
mouth Engineerirg Group was acquired 
from October 3rd; 1973, and bas made a 
loss since that date, although iz is now 
trading profitably. 

British Dredging’s chairman attributes 
the Avonmouth loss (apart from economic 
factors) to writing off rationalizacion and 


moving costs, a more conservetive ac- ` 


counting view and less than expected 
realizations on contracts uncompleted 
at the acquisition date. 

Avonmouth, the chairman . says, is 
expected to make a valuable cont-ibution 
to 1974 results. 


Gilgate Valuation 


NCLUSION of dealing properties at 

£176,000 in current assets in the 
accounts of Gilgate Holdings as at June 
30th, 1974, brings comment from the 
auditors, Deloitte & Co — who szem to 
have a monopoly of ‘Finance and 
Commerce’ this week. 

They comment in their -eport: 
‘Although we know of no circum:tances 
to disagree with the valuation >f the 
_ properties by the directors to determine 
the lower of cost or net realizable value, 
in the present uncertain conditions of the 
property market it is not possible for us 
_ to confirm the net realizable va ue of 
these properties, and the resulting effect, 
if any, on the group’s results and reserves.’ 

The Gilgate accounts show a net oss of 
£35,000. against a.previous year profit of 
£57,000 which would have been reduced 
to approximately £8.000 had this year’s 
tore conservative accounting policies’ 
been applied. Gilgate, being a prcperty 
company, the more conservative pclicies 
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concern the writing off against profits of- 


interest incurred on investmert properties 


in the development stage rater than the. 


capitalization of it as in former years. 

An amount of £27,354 has Deen trans- 
ferred from capital reserves tc profit and 
loss account, representing the additional’ 
interest written off of £56,937 less tax 
relief at 52 per cent. 

A further transfer of £83,3¢1 has been 
made to cover, in extraordina-y items, a 
net loss on fixed asset realizations. 


Capitalization Issues 


are Expensive 


N a new Occasional Paper! published 

by the Research Committe2 of The 
Institute of Chartered Accovntants in 
England and Wales, the author, Michael 
Firth, PH.D., M.SC., A.C.A., A.T.LL, 
cludes that’ capitalization issues — scrip 
issues — do not enhance the va ue of the 
firm and are a wasteful exercise as sub- 
stantial costs are involved and n> benefits 
accrue. Nevertheless, such issues are 
popular and the author is aware of this in 
his examination of their impact and 


Con, marketability, 
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incidence which leads to this conclusion. 
‘Michael Firth; who ïs a lecturer in- 


‘accounting. at Stirling University, con-:. . 


siders this recent popularity in an 
attempt to discover the reasons behind | 
it and its effects. The paper . provides 
quantitative research on the impact of 
capitalization issues, an area very little 
researched in the UK; more research 
has been carried out in the USA, but 
it has thrown up conflicting findings 
and no clear conclusions. 

The major findings of his study are that 
scrip issues in themselves have no short, 


medium or long-term effect on share 


prices; the number of registered company 
shareholders usually rose substantially 
following, a capitalization issue; the major `. 
reasons stated by companies for making 
scrip issues were to reduce the earnings on 
share capital figure and to increase 
and many ‘traditional’ 
or textbook reasons for. capitalization 
issues are invalid. 


1The Incidence and Impact of Capitalization 
Issues, price £2, post free; obtainable from the 
Publications Department of The Institute of 
Chartered Accountants in England and Wales, 
Chartered Accountants’ Hall, Moorgate Place, 
London EC2R SEQ. ` 





Helpful Pro forma Accounts 


LANK CO LTD has issued its 
second report and accounts, the first 
having been issued in 1968 after zhe 1967 
Companies Act had become law. Blank 
is the non-trading, non-figure-recording - 
and even non-existent company born of 


Burrup Mathieson, the City printers in. 
the Extel Group, and ‘Blank Zo Ltd. 


Report and Accounts’ is aimed to be a 
blueprint for company reporting in the 
modern idiom. 

` The new specimen report and accounts 
is in line with the revision o Stock 
Exchange listing requirements and of 
accounting standards since 1968, and 


‘includes accounting for inflation, source. 


and application of funds and th2 other; 
many additions to accounting and report- 
ing in the past six years. It goes æ far as 
to include specimen accounts ained at a 
company’s employees — the specimen 
being that of the EMI group. 

Included in this comprehensive cover- 
age is the City Code on Take-overs and. 
Mergers, with an authoritative legal 


-commentary on it, and also the Stock 


Exchange’s Listing Agreement. Burrup 
Mathieson acknowledge ‘the inveluable 


effort by Deloitte & Co, Chartered Ae 
countants, in preparing the pro forma ` 


accounts’, 
Mr W. H. Ewert, a director of Eurrup 


- Mathieson, introducing the Blank Co’s 


new report, makes the point that The Stock 
Exchange with its listing requirements, 
and the accountancy bodies with their 
accounting standards, lead the law and that 
the advance in UK reporting standards 
has a wider impact in terms of potential 
EEC company law and requirement 
dévelopments. 

- Mr George Loveday, Chairman of the 
Council of The Stock Exchange, is con- 
fident that the appearance of these new 
specimen accounts ‘will encourage the 
achievement of highér‘ standards of 
financial reporting. by companies: listed 


op “The Stock Exchange’. 


Providing the. specimen accounts plus 
‘extra statutory’ information, The Stock 
Exchange listing requirements and the 


‘City Take-over Code and commentary 


all under one cover is a decidedly useful. 
operation on Burrup Mathieson’s part. 
The Take-over Code commentary, in- 


cidentally, is not necessarily aimed at 
‘take-over experts, but should certainly 


help company directors and others. to 
understand the objects and working of 
the Code. 

At £3-50, the Blank Co Ltd Report and 
Accounts (Revised Edition) is worth the 
money, particularly to company secre- 
taries and finance directors. ` 
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City Notes 





OR the third time this year financial 
markets have to face up to a 
Budget. To judge from the trepida- 
tion evident in the dull performance 
of the gilt-edged market — for all the 
decline in interest rates — there is 
growing fear that Mr Healey’s forth- 
coming action will prove irrelevant 
to the present economic situation. 
_The fear is that he will suit action 
to political words, but not necessarily 
to the political times. The further fear 
is that Mr Healey’s actions will prove 
that the Government is itself so fearful 
of unemployment that inflation will be 
preferred. 

lf the first act since the General. 
Election shows that despite the Prime 
Minister's plea for united effort the 
Government's economic policy is still 
divisive, then the action will be ir- 
relevant. When from the TUC there 
is advocacy, without immediate con- 
tradiction by government, of payment 
of wages by direct government sub- 
sidy in cases where companies cannot 
command either the business or the 
profits to meet wage demands, there 
must be doubts about government 
policy. 

If government policy is directly 
to incite employees to demand higher 
wages, and directly to take from 
employers the means of meeting 
those demands, then those whose 
views and actions are reflected in 
financial markets have every reason 
to be disturbed. 

The CBI has pleaded for the defeat 
of inflation to be given priority over 
all else. That plea, it is feared, will go 
unheeded. 


*SLUMPFLATION’ 


Fear of ‘slumpflation’ has brought the 
bullion market to the boil again, with 
the price of gold moving beyond the 
crucial $160-an-ounce mark on the 
London market. Added to gold as 
the classic money hedge, there is 
now the factor of gold as a commodity 
subject to forces of supply and demand. 

From the beginning of next year 
Americans will be able directly to buy 
gold and there is currently said to be 
buying of bullion by those who 
anticipate a further sharp rise in the 





~ ACCOL 


price as American buyers join the 
market for the first time. 

The winter double in the City is 
gold at $200 by the end of the year 
and sterling at 2.00 against the US 
dollar. The first half of the double 
looks more likely than the second, 
unless Mr Healey’s Budget makes 
the second a probability. 


COMPENSATION 


A further call of £350 on all Stock 
Exchange members to top up the 
Compensation Fund makes a total of 
£650 per member called during a 
year of abysmal business. But it seems 
that The Stock Exchange Council 
is considering new methods of financ- 
ing the Compensation Fund, which 
protects the public from the effects 
of a member's default. 

Some kind of insurance would seem 
to be the answer, although Lloyd's 
have indicated that this type of 
guarantee business is not in their 
line. But the Council will soon have 
the advice of its new chief executive, 
Mr Robert Fell, who comes from the 
Export Credits Guarantee Department. 

Guaranteeing stockbrokers’ credit 


Rates and Prices 


Closing prices, Tuesday, October 29th, 1974 


Bank of England Minimum Lending Rate 











ought to be simple enough after that, 

particularly now that the Council has ` 
considerably tightened its controls ` 
on member firms. 


PROTECTION 


Although the worries of bond and ` 
policyholders in the London Indemnity 
& General and Welfare Insuranc 
companies have been relieved, it 
needs to be noted that the former ` 
owners of both companies have not — 
by any manner of means had an 
easy rescue from their own difficulties. 
Jessel Securities still needs to find 
the £6 million, the lack of which ` 
precipitated the London Indemnity & 
General collapse. i. 
Edward Bates sold Welfare Insurance e 
to London & Manchester Assurance 
for £50,000, but will need to raise 
£2 million in loan stock to put into K 
the Welfare company. Meanwhile, 
there are tentative moves afoot to = 
form some kind of bondholders’ or 
policyholders’ protection association. a 
That may not strictly be necessary, 
but the fact that it is being considered — 
at all indicates the worry that recent ` 
events have caused. ` 


Money Rates 








Oct. 19,1973 ..1134% April5,1974 ..124% Daytoday 10 -103% Bank Bills 
Nov. 13,1973 ..13 % April11,1974 ..12 % 7 days 104-11 % 2months 124-114% 
Jan. 4,1974 ..123% May 24,1974 ..113% Fine Trade Bills 3 months 124-114% 
Feb. 1,1974 ..124% Sept. 20,1974 ..114% 1 month .. 124% 4 months 124-12 % 
2 months... 123% 6 months 128-124% 
3 months .. 13 % Ki 
Finance House Base Rate 2 
October 1st, 1974. 124% Three Months’ Rates RK: 
Local authority deposits nE 2% Sc 
` S Local authority bonds 12 -113% __ D 
FT Industrial Ordinary Index Sterling deposit certificates 117-113% ee 
October 29th, 1974, 203-4 Euro-sterling deposits 1334-14 % 9 
Euro-dollar deposits 93-104% Ki i 
Treasury Bills Foreign Exchanges 2 
Aug. 23 .. £11:2457% Sept.27.. £10-9764% New York .. 2-3345 Frankfurt.. 
Aug. 30.. £11°2460% Oct.4 .. £10-9795% Montreal .. 2-2975 Milan 
Sept.6 .. £11:2348%  Oct.11 .. £10-9495% Amsterdam 6:1450 Oslo 
Sept. 13.. £11-0868% Oct.18 .. £10-8850% Brussels .. 88:9500 Paris è 
Sept. 20.. £10-9593% Oct. 25.. £10-8907% Copenhagen 13-8650 Zürich A 
Gilt-edged E. 
Consols 4% ` ae eg 242 Treasury 9% 1994 574. ha 
Consols 24% .. a a 154 Treasury 84% 84-86 704 RY: 
Conversion 33% ey 21% Treasury 84% 87-90 614. e 
Funding 34% 99-04 .. fe 254 Treasury 64% 1976 94.35 Ze 
Funding 54% 78-80 .. 784 Treasury 34% 77-80 753. aa 
Funding 54% 82-84 653 Treasury 34% 79-81 713: BR 7a 
Funding 53% 87-91 .. AS .. 453 Treasury 5% 86-89 434 Ag 
Funding 6% 1993 .. ei E e Treasury 53% 08-12 344 so 
Funding 64% 85-87 .. A -. 564 Treasury 24% .. 154. u 
Savings 3% 65-75 9448 Victory 4% së 984 2 
Treasury 94% 1999 -- 623 War Loan 34% .. 214 À Ae 
Retail Price Index (Jan 1962—100) a 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 


1971 
1972 
1973 


1974 191-8 195-1 196-8 203:5 206-4 


147-0 147-8 149-0 152:2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 BEN 
159-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 1693 1702 
171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 181:8 185-4 186-8 188:2 oe 
208-5 210:4 210-6 212-9 





E EE 


E 


wey 
VIET 


rg 


PS: 


GA 


yma an 


F 


ESE 


Be aS, ei 


TOER 


GK 


oi 


i eli aa 





OFFICE EFFICIENCY 


LW Ses EN 


UNTANT 


fs 





Newcomers to the 
Calculator Market 


TD) URING the past month no less than 14 new calculators have been introduced 
to bid for their share of the £25 million United Kingdom calculator market. 


_ The new models range from powerful mini-computers in all but name, down to yet 


smaller and cheaper pocket models. Starting at the top of the price range, Sumlock 
Anita have added two models to their Compucorp series. Model 325 is a desktop 
calculator, while Model 326 is a hand-held unit, but both are marketed with 
magnetic tape drive and cassette units as standard. This provides storage for data 


or some 100,000 program steps. Other 
features include the ability to update 
their own program memory; program- 
ming and self-test facilities; and more 
than roo pre-programmed and trigono- 
metric functions which are more accurate 
than +two parts in roi, 

Model 325, priced at £895, incorporates 
a printout facility in addition to 12-digit 
display and measures 114 X13} x4} in. 
Powered by rechargeable batteries or 
mains, Model 326 — the hand-held unit - 
costs £665. 


Range extended 

While the Compucorp series offer low- 
cost data processing facilities in the 
financial, general office and technological 
fields, the Anita 831, with accumulating 
memory and keys for automatic square 
roots, percentages and reciprocals, ex- 
tends the same company’s range of 
pocket calculators. 

Slightly larger, but still portable, the 
Rockwell 204 is pre-programmed to 
handle financial calculations — cost/mar- 
gin/price calculations; loan payments; 
depreciation; annuities; trend lines; num- 


Rockwell 204 financial calculator. 








Gross 4252 printing calculator. 


ber of periods, and so on. Battery 
operated, it measures 6X34Xı1ł in. 
and costs £79:95. The Rockwell 203 in 
the same range is pre-programmed as a 
metric conversion calculator te convert 
areas, lengths, volumes and temperatures 
to and from metric values to their British 
and USA equivalents. Price £74:95. 

A surprise newcomer to the calculator 
market is Pye Electronics with three 
pocket models ranging in price from 
£35:60 to £56-95, complete with mains/ 
adaptor-battery recharger and carrying 
case. All three are designed to be as 
simple in use as possible. Another new- 
comer is SCM (United Kingdom) with 
a 12-digit pocket display model selling at 
£29°50 plus VAT, with 6-digit display. 
This is a model for students or others 
needing an inexpensive calculater. 

Gross Electronic Calculators have added 
another model to their printing calculator 
range. Model 4252 has 13-digit capacity, 
twin memories, two-colour printout, 
automatic percentage, item count and 
several other features. Both the method of 
entry and printout follow a logical 
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sequence. Designed primarily for busi- 
ness uses, such as invoicing extensions 
where an audit trail is required, the 4252 
costs £209 plus VAT. 

City Counting House is another com- 
pany to market a metric/imperial con- 
version calculator. Theirs, the Ventron 
1200C, allows any one of 32 conversions 
to be selected by a slide- before or 
after calculation — and touching one key 
to get the answer. A 12-digit machine, it 
sells in the £65 to £70 price range. Finally, 
at £65-50, Sperry Remington have 
launched what they describe as an 
electronic replacement for a scientific 
slide rule. 

Judging by the number of ‘special 
offers’ seen in office equipment show- 
rooms, mail order advertisements and in 
chain stores, it seems that no calculator, 
other than the programmable type, 
remains on the market long before it 
becomes available at considerably under 
the recommended price. Further, at least 
one chain store offers pocket calculators 
under its own brand name which appear 
to be identical to models sold under a 


.manufacturer’s brand name. It would 


seem, therefore, that it pays to shop 
around before buying a pocket or desk 
top calculator. 


Sumlock Anita Ltd, Anita House, 
Rockingham Road, Uxbridge, Middlesex 
(Compucorp, Anita and Rockwell series). 


Pye Ltd, PO Box 49, Cambridge. 


SCM (United Kingdom) Ltd, SCM 
House, North Circular Road, Stone- 
bridge Park, London NW10 7SS. 


Gross Electronic Calculators Ltd, 
Hollingbury, Brighton DN: 8AQ. 


City Counting House Ltd, 202-204 
Long Lane, London SEr. 


Sperry Remington, 65 Holborn Via- 
duct, London ECrP 1AB. 


Housing Unit for an 
Accounting System 


OnE problem most book-keepers find in 
operating an accounting system is to 
keep all the relevant documents and 
stationery together within easy reach. 

To solve this problem the Kalpendium 
has been designed to carry all the equip- 
ment and stationery of an accounting 
system. It has two lockable sections: the 
top holds two small or one large ledger 
tray; the bottom has four compartments 
each capable of holding stationery and 
binders in an upright position. These 
compartments can be removed to allow 
the bottom section to hold four ledger 
trays. 

Simply by keeping the accounting 
system assembled in one place, the unit 
would appear to offer advantages where a 
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Kalamazoo Kalpendium for keeping account- 
ing records in order. 


manual accounting system is in use, even 
if it only prevents documents getting 
scattered around the office. 

Mounted on casters, the unit occupies 
34 sq. ft of floor space. 


Kalamazoo Ltd, Northfield, Birming- 
ham B31 2RW. 


Sound-proofing Covers 
to Cut Office Noise 


THE increasing use of office machinery is 
bringing with it a noise problem. Not 
only is noise distracting, but it is claimed 
that in a noisy office there is a measur- 
able drop in overall efficiency, staff 
turnover increases and more mistakes are 
made. 

Discomfort sets in at 120 decibels and 
the maximum level of acceptance where 
interference with speech and telephone 
conversations starts to be felt is around 
55 decibels. Yet the noise made by a telex 
is measured at 73 db., electric typewriters 
at around 79 db. and automatic type- 
writers at up to 83 db. This last figure is 
slightly higher than the limit of 80 db. 
insisted upon in some overseas countries. 

One solution to the noise problem is to 
fit office machinery with sound hoods 
designed to fit the particular model in use. 
Such hoods add little to the overall size 
of the machine and do not interfere with 
accessibility. 

Commercial Acoustics are a new com- 
pany marketing a range of soundproofing 
covers for over 140 pieces of equipment, 
such as telex machines, automatic type- 
writers, and data processing equipment 
such as line printers, card punches and 
remote terminals. 


Commercial Acoustics Ltd, 1 Massette 
Road, Horley, Surrey RH6 7DE. 
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Inexpensive Personal File 


ANOTHER item in the Bankers Box/ 
Records Storage Systems range is a two- 
drawer personal file made from steel- 
reinforced high-test corrugated board. 
The design of the drawers allows the 
storage of A4 one way and foolscap the 
other. 

The shell is finished in black with 
reversible drawer fronts in antique brass, 
red brick and walnut woodgrain colours, 
with plastic drawer pulls. Inside dimen- 
sions of the Economy 2 Drawer are 123 X 
10} x 15} in., and the unit costs iso, 


General Distributors Ltd, Kirk Sandall 
Industrial Estate, Doncaster DN3 1LL. 


Cleaning Type Faces 


A SEMI-AUTOMATIC method of cleaning 
the type face on accounting machines, 
line printers, adding machines and type- 
writers is called ‘Face Lift’. 

Essentially, it is a sheet coated with a 
cleaning fluid which is only released 
when the sheet is struck by the type. 
After cleaning the type face, the fluid is 
reabsorbed by the sheet. A pack of twelve 
sheets costs £5-80. 


Sandhurst Marketing Ltd, Spindle 
Way, Crawley, Sussex. 


Open Plan Cabinet 


STILL on the subject of filing, Ofrex have 
introduced the Flexishelf - a white mela- 
mine cabinet 6 ft high by 22 in. wide and 
12 in. deep. 

With four adjustable shelves it gives 
effectively five rows of A4 shelf space. 
The units fold flat for easy movement and 
two, three, four or more can be locked 
together to form a continuous bank. 

Costing £20 plus VAT, a Flexishelf 
unit is being given away free to buyers 
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Ofrex Flexishelf — a white melamine cabinet 
for ring binder filing. 


of 150 each of the new style Ofrex Slim- 
lock and D-Ring binders until December 
3 Ist. 

Ofrex Ltd, Ofrex House, Stephen 
Street, London W1A 1EA. 


Long Lasting Filing 


KIMBERLY-CLARK, disposables manufac- 
turers, installed 39 steel Railex cabinets 
each with seven rows of Railex Hook-On 
filing to house their customer service 
records 15 years ago. Today, despite four 
inter-office moves, the cabinets and most 
of the original 15,000 hook-on pocket 
files are still in use. The record has now 
grown to some 20,000 files. 

However, the chief advantage claimed 
is the cost effectiveness of an installation 
which has survived 15 years of continuous 
use. 


Frank Wilson (Filing) Ltd, Railex 
House, 13 City Road, London EC, 





Railex filing at Kimberly-Clark. 
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_ Taxation of Wealth 


Sir, — I feel that I must comment on Mr Pennington Legh’s 
article ‘Wealth Tax and Confiscatory Income Taxes in Per- 
spective’ (October 17th issue). He seems to have completely 
missed the point of the Government’s proposed wealth tax, or 
any wealth tax for that matter. 


It is generally accepted as reasonable that it always will be, 
nd indeed should be, possible to create a certain amount of 
_ wealth. Also no one denies that taxation measures against high 
_ earners produce a relatively small revenue yield. In fact, what the 

roposed tax is aimed at is not the high earners but the vast 
unt of wealth, held by a small minority of the country, that 
been accumulated in the main either by inheritance or by 


ir 1 stating that Great Britain has introduced more measures than 
any other country in the free world to tax accumulations and the 


transfer of wealth, does it mean that it is wrong to attempt to 
mprove and speed up the process? 


| While one may agree that ‘there is not enough wealth to go 
round and not enough income to share’, does it really mean that 
it is morally right that what wealth there is should be owned by 
| such a tiny proportion of the community? 


__ Mr Pennington Legh expresses the view that accountants 
should play a more active role in drafting tax legislation and that 
they should fight against any unreasonable policies. Surely the 
rimary role of an accountant is to interpret any legislation 
introduced by the elected government of the day. God forbid the 
day when accountants are allowed to take a more active part in 
the Government’s fiscal policies while there are still so many in 
d e profession with the ‘I’m all right, Jack’ philosophy of Mr 
nnington Legh. 


Yours faithfully, 
E. A. MOORE, a.c.a. 


Enforcement of Judgment Debts 

‘Sir, — As the majority of businesses are experiencing problems 
‘of liquidity, it is of paramount importance that they recover 
‘moneys due with the minimum of delay. With interest rates at 
‘their present level, the speed of recovery must make a noticeable 
difference to the availability of cash. 


= I wonder if many members of the accountancy profession 
engaged in public practice, in commerce and in industry, are 
aware of the proposals put forward by the Lord Chancellor’s 
department to implement Stage II of the Payne Report (Report 
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of the Committee on the Enforcement of Judgment Debts, Cmd 
3909). 

The effect of these proposals would be to transfer the responsi- 
bility fer executing High Court judgments from the sheriff to 
the County Court bailitts. It is anticipated that judgment would 
still be obtained in the High Court, but the warrant would be 
sent to the County Court for execution. 

It is generally accepted that sheriff’s officers are more 
experienced and are more efficient in recovering the moneys due 
to creditors. In the County Court, 44 per cent of all warrants 
are issued in respect of sums of under £20, 75 per cent are in 
respect of sums of under £50. An analysis of High Court 
proceedings shows that some 63 per cent of all matters are of 
over £200 and 24 per cent of all matters are of over £750. 

Members of the legal profession have been invited to make 
their opimions known to the Law Society, but I am not aware of 
any similar invitation to members of the accountancy profession. 
I feel that accountants may be able to forecast more accurately 
the effect these proposals will have on commerce generally. 

As I am an officer to the Sheriff of Greater London and 
Serjeant-at-Mace to the Sheriffs of the City of London, I am 
naturally anxious that all aspects be made known to the Lord 
Chancellor before the necessary legislation is introduced. 

If any of your readers wish to make comments, they should be 
addressed to the Lord Chancellor’s Department, House of 
Lords, London Gw, Alternatively, I would be pleased to 
receive the comments direct and would arrange for them to be 
forwarded together with the other correspondence received. 


Yours faithfully, 


Chancery House, Chancery Lane, J. A. KEITH, a.c.a. 


London WC2 


Misuse of English 


Sir, — The time has come to take a stand against some of the 
appalling expressions which are now entering into everyday 
accountancy and taxation terminology. The very word ‘account- 
ancy’ has been bastardized so that we have the New World 
term ‘accounting’ which crops up with sickening regularity 
and is hallowed by its entry into the expression ‘Accounting 
Standards’, although one is thankful to find that in the descrip- 
tion of your journal on the front cover each week, the traditional 
word for our professional occupation is still used. 

We have got used, over the years, to such terms as ‘top- 
slicing’, ‘overspill’, ‘clawback’, ‘roll-over relief’, ‘know-how’ 
and the incredible ‘severance of the nexus’ which died with 
profits tax; but these are descriptive and endearing terms. 

On the other hand, ‘deferral’ and ‘outgo’ are needless sub- 
stitutes for existing words and they jar horribly on the ear. The 
former dreadful word, which regrettably finds favour with the 
ASSC itself, undoubtedly crossed the Atlantic from west to 
east, but has not yet (mercifully) entered our dictionaries. The 
latter word graces the contents page of a recent publication of 
The Institute of Chartered Accountants in England and Wales, 
sad to say. 

Not long ago, I was astonished on being informed by letter 
by an Inspector of Taxes that I had submitted a ‘timeous’ 
claim. On explaining to the Inspector in the course of a tele- 
phone conversation that the claim had not been made ‘timidly’ 
but rather with great confidence, it was explained that this word 
signified that the claim had been made in due time. One up to 
the Inspector's knowledge of the language! 


Yours faithfully, 


H S. BAYLEY, B.A., F.c.a. 
Ashtead, Surrey. 


















ANY firms of accountants have 

adopted what is known as the ‘sys- 
tems audit’ which starts with an evalua- 
tion by the auditors of the company’s 
internal controls. This is followed by 
some regular detailed checks to determine 
their effectiveness and continued exist- 
ence. If then it is proved that the system 
works properly, tests must be made of 
individual items to ensure they are 
correctly dealt with. Finally, further tests 
must be made to verify the profit and loss 
account and balance sheet items. 

Not a new idea by any means, but one 
that has been crystallized of necessity by 
the increasing use of computers in 
accounting. This formed the subject of a 
recent paper by Mr W. A. Attwell, 
A.C.A., manager of Spicer and Pegler’s 
computer audit group. 

At a recent one-day seminar held 
by the Croydon Branch of the British 
Computer Society, Mr Attwell reviewed 
the provisions of the Companies Acts 
1948 and 1967, requiring that every 
limited company must have its books and 
accounts audited and that suitable ac- 
counting records must be kept. The 
methods of book-keeping used in large 
companies these days had often become 
extremely complex, and large accounting 
systems had been developed to cope with 
current-day volumes of transactions. 
Complicated checking and authorizing 
procedures had been devised and a vast 
web of internal controls introduced. 


Control systems 


Unquestionably, said Mr Attwell, the 
installation of a computer would always 
affect a company’s system of internal 
controls because these had to be planned; 
they just did not appear from nowhere. 
Auditors, therefore, could not ignore the 
electronic data processing aspects of a 
computer-based accounting system. He 
suggested that they should concentrate 
on three main areas: procedural controls, 
systems development and maintenance 
controls, and administrative controls. 
The reason for an auditor’s interest in 
systems development and administrative 
controls might at first sight be obscured 
until it was realized that the auditor 
(and the company) was frequently forced 
to rely on checks and reconciliations 
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Audit and Control Requirements / 
for Computer Systems ` 


BCS Seminar at Croydon — 


performed by computer programs. This 
could never be of great comfort unless the 
standards and procedures for develop- 
ment, documenting, testing and amending 
programs was satisfactory. 

Similarly, reliance had to rest on the 
data processing department to process 
vast volumes of data correctly. With the 
advent of a computer, the processing of a 
company’s records was now concentrated 
in one department, more than ever 
before. It was thus logical that this 
department’s procedures and general 
administration had to be efficiently and 
effectively controlled. 


Audit review 


There were various methods used by 
auditors in making their detailed review 
and preliminary assessment of the con- 
trols mentioned but most firms used some 
form of internal control questionnaire 
(ICQ). Having ascertained the existing 
system of internal control by means of the 
ICQ, auditors could then devise suitable 
audit tests to check the effectiveness of 
them. These would include tests on the 
systems development and administrative 
controls where appropriate. 

Mr Attwell pleaded with prospective 
computer users to consult the auditors 
when the system was being designed; 
so often, he said, they were called in on a 
fait accompli and any amendment to the’ 
system then, more often than not, proved 
costly to the clients. 








Mr Attwell at work in a clients computer room 

















Three primary control objectives which | 
should be considered when designing a ~ 
computerized accounting system were a 
completeness, accuracy and authorization. 3 
In addition to these, the systems designed 
should ensure that there were suitable 7 
provisions made within the system to cater ` 23 
for respective needs of management, 
auditors, Customs and Excise, etc. These a 
requirements would usually entail the Zéi 
incorporation into the system of suitable 7 
audit trails and data retrieval facilities. = 

Mr R. Foster, reis, manager of 7 
commercial services, Mullard Ltd, assis- Zi 
ted by Mr J. Urquhart, c.a., chief ac- ` 
countant, followed Mr Attwell to the Kë, 
rostrum to explain the accountant’s, a 7 
distinct from the auditor’s, viewpoint. © 
As Mr Foster said, “To understand why 77 
the accountant reacts as he does to certain | 
situations and demands and various forms 7 
of controls and safeguards, we must first 7 
of all try and place ourselves in his 
position and look with his eyes at the —7 
business as a whole and his particular 
part in its daily life.’ 
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Business objectives 


In the first place the prime object of any 7 
business should be fully realized: ‘to 
convert money to saleable assets and to iim 
sell these at a profit to finish with more 2 
money than one started with’. To carryon 
a business without this in mind was, in 
Mr Foster’s opinion, a waste of time. 
He went on to stress the importance of © © 





remembering that the ‘money’ referred to 
` belonged to the shareholders — those who 
` bad a financial stake in the business. The 










_ officers of a company were there to safe- 
guard and manage those interests and it 
‘was the accountant who should provide 
‘them with a service designed to assist in 
that management. 

These objectives would be best achieved 
through good organization and a work- 
able system, but both these elements 


must ensure that the possibility of error 
= was minimized and that fraud was pre- 
E vented, other than with a high degree of 
_ collusion, A further objective was to 
provide information for the control of 
business and assistance in decision 
_ making. Mr Foster held the view that the 
‘elimination’ of error was almost impos- 
_ sible and certainly too expensive - ‘mini- 
` mization’ should be the keynote. 

The final speaker, Mr Leon Fuller, 
FGA. M.B.CS., partner in Arthur 
Andersen & Co, gave a provoeative and 
` instructive talk on systems design aspects. 
‘He was so distrustful of the human 
equation, he said, whether as operators, 
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` PROFESSIONAL bodies of account- 
= T ants should work together to develop 
E education and training, Mr Kenneth 
` Sharp, T.D., M.A., F.C.A., President of The 












E England and Wales, said last week. è 

L Responding to the toast of the Institute 

at the annual dinner on Friday of the 

Leicestershire and Northamptonshire 

Society of Chartered Accountants, the 

_ President said: 

‘With the publication of the Solomons 

` Report five months ago, the Council and 

its committees have been devoting a 

= substantial amount of time to studying 

that report and deliberating as to future 

policy with regard to education and train- 
The same is true of the Councils of 

the five other major accountancy bodies 

and, in view of the scarcity of educational 

| resources, consultation between the six 

bodies is taking place. 

7 

V Jumping the gun 

` Al this deliberation is bound to take 
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time. Meanwhile, it is natural that many 
interested parties should be concerned to 
know what our policies are going to be. 


Institute of Chartered Accountants of ` 


programmers or systems analysts, that all 
controls had to be effected through the 
computer as much as possible. 

Batch input had to be balanced, after 
which a good system should include 
programs to validate, update and edit 
data so that the final output was as 
accurate as possible. Obviously, the 
object of any control system was to 
ensure the security and integrity of 


data presented to and held by the 


system. In support of Mr Foster, he 
considered control operations to be an 
overhead in any installation, and their 
value had to justify the cost of the im- 
plementation of control techniques and 
routines. 


Flow chart advantages 

One of the principles of control was to 
ensure that audit trails of data entering a 
system were maintained. A useful tool in 
this area was a controls flow chart which 
traced transactions from input through 
processing to output. In the flow chart, 
the points at which control totals were 
established were identified together with 


Training for the Profession 


have achieved graduate status. 

‘What, however, I believe is inevitable 
— whether formally adopted as a policy 
or otherwise — is that progressively an 
ever-increasing proportion of the entry 
into training contracts will be graduates. 
But there is a corollary — more graduate 
students means more university staff. 
Failure to ensure that sufficient of the 
very best people in each discipline are 
attracted to teaching is likely to result in a 
long-term decline in the strength and 
welfare of our country. 

‘Whatever our present troubles, they 
are as nothing compared with the situa- 
tion which will arise if we fail te ensure 


points at which processing developed; 
these could then be balanced back to 
pre-established totals. Particular care, 
Mr Fuller emphasized, must be taken 
where the unit of control had changed. 

Control documentation should be de- 
veloped in a manner similar to the flow 
chart and standard forms should be 
designed so that the flow of data could be 
seen and the relevant points at which 
checks could be made identified. Stan- 
dards should also be set for file balancing 
and reconciliation. Any sequential master 
file must be balanced and controlled after 
each updating. 

Mr Fuller admitted that such balancing 
was not possible if indexed sequential 
access was being used but said that a _ 
case-balancing frequency must be estab- 
lished when the whole file was to be read. 

An open forum in which all speakers 
and audience took part put the seal on a 
highly successful seminar chaired 
throughout by Mr John Ivinson, B.a., 
M.B.C.S., Management consultant with 
Arthur Andersen & Co, and first chair- 
man of the BCS Croydon Branch. 





that the children of today are given the 
best possible opportunity to exploit 
their natural talent. The future of our 
profession and, indeed, of Great Britain 
lies to a significant extent in the hands of 
the academic and teaching professions. It 
is essential that the members of those 
professions should have a high morale, an 
outstanding sense of responsibility, and a 
satisfactory reward for their critically 
important task. Nowhere is this more 
acute than in accountancy, where the gap 
in rewards tends to be unusually wide.’ 


The profession’s success 


The toast had been proposed by Sir 
William Hart, c.M.G., Chairman of the 
Northampton Development Corporation, 
who professed the highest regard for 
accountants. The success achieved by 
accountants as board members of com- 
panies and public corporations was a 
tribute to their standards of ability and 
integrity, and to the high esteem in which 
their Institute was held by the public. 

Mr J. P. Ord, B.COM., F.C.A., Vice- 
President of the Leicester and Northamp- 
tonshire Society, proposed the toast of 
the guests Mr Alan Coles, immediate 
Past-President of the Northampton Law 
Society, responded with a plea for amity 
between members of different professions 
in meeting the needs of their clients. 








STUDENT ROUNDABOUT 





More About Salaries 


CASSL Campaign Continues 


HE poorly-paid student must ‘pluck 

up the courage’ to discuss his salary 
with his principal if any real progress is 
to be made in the salaries campaign, 
declares the leading article in this month’s 
issue of Libra, the magazine of London 
CASS. 

The leader invites underpaid students 
who are unable to gain the necessary 
satisfaction from their principals to sub- 
mit their problem to the Society who can 
give ‘a great deal of help and advice’. 
It then goes on to state that the Society, 
with the permission of the aggrieved 
party, ‘will attempt to publish the name 
of the individual firm concerned in 
accordance with resolution 8 passed at 
this year’s AGM’. 

It is questionable, to say the least, that 
such a drastic step would in any way 
remedy the plight of the student. Indeed, 
the attempted publication of such a 
‘black list’, which is what it amounts to, 
is more likely to aggravate the situation. 


Embarrassment and alarm? 


Nearly the whole of the October issue is 
devoted to salaries. An article by Abdur 
Razzaq, Chairman of the Society’s 
conditions of employment sub-committee, 
reviews the CASSL minimum salary 
campaign from its inception at the 
1972 AGM. He states that the Institute 
‘was embarrassed and alarmed’ by the 
success of the campaign when it was 
taken nationwide by ACASS. 

He recalls that the Secretary of the 
Institute wrote to all members of the 
District Societies Committee stating that 
a student ‘should normally be paid a 
salary sufficient for him to live on’. 
Abdur Razzaq says he is convinced that 
most of the letters ended in the waste- 
paper basket. 

His claim that CASSL welcomes the 
‘tacit approval’ on the part of the London 
and District Society for the student 
minimum cost of living estimate, which 
will be provided to all students seen by 
the Chartered Accountant Student Intro- 
ductory Service, is not accurate as the 
LDS has not given ‘tacit approval’ to a 
minimum salary policy. 


GE 


LDS views 


Speaking to ‘Roundabout’ on this point, 
a spokesman for the senior society said: 
‘The LDS has made it quite clear to 
CASSL that it does not support a mini- 
mum salary for students. It is, however, 
entirely behind the statement of the 
Council of the Institute . . . ‘that a 
student under a training contract should 
normally be paid a salary sufficient for 
him to live on during his period of 
training, having regard to other relevant 
factors such as the cost of living in his 
district, and that he should not have to 
rely upon outside financial support, 
except perhaps in the form of grants from 
local education authorities for specific 
courses’. 

The spokesman added that ‘the Student 
Liaison Committee of the LDS, which 
has equal membership from both the 
LDS and CASSL, has for some time 
been discussing matters relating to the 
Institute’s statement’. 


Anthony Cory-Wright, Honorary Sec- 
retary of CASSL, also contributes an 
article on the subject. His views are 
constructive in that he admits that the 
Institute made it quite clear in the letter 
referred to above ‘that it is no part of the 
function of the Institute or of a district 
society to become involved in the negotia- 
tion of salaries’. 


Above the minimum 
His student cost of living estimate for 


London, which first appeared in "Round. 


about’ on September sth, is a model of 
factual evidence which could well be 
followed by the body which should be the 
one and only campaigner — ACASS. 

Paul Hendrick, President of ACASS 
and immediate past Chairman of CASSL, 
also writing in Libra, expresses some 
well-known views on salaries and also 
some new ones. For example, he states 
that ACASS intends to publish lists of 
firms paying above the recommended 
salary. 








There is no doubt, he says, that E, a 


the salaries campaign has had some 
notable successes, not only in the way it 
has changed the Institute’s attitude — 
‘we are now witnessing firms paying a 
starting salary of £2,000 plus’. 


Avoid duplication 


CASSL should now take note of the 
ACASS statement which appeared in 
‘Roundabout’ on October 17th, in which 
the very valid point was made that student 
societies should use ACASS for present- 
ing information and guiding action. 








EH 


Hotel Palma Nova, Majorca, where, as announced in ‘Roundabout’ on September 19th, 
London CASS is organizing the first-ever students’ residential course outside the UK from 


February 21st to 24th. 


The course, which is open to all accountancy students, will deal in depth with such topics as 
capital allowances, group accounts, statistics for the auditor, and statements of standard 
accounting practice. Arrangements have been made to fly from Gatwick and the inclusive fee is 
£65. Applications should be sent to The Chartered Accountant Students’ Society of London, 
43 London Wall, London EC2M 5TB. (Phone 01—628 4527.) 























= ‘Roundabout’ agrees with the ACASS 
view that ‘the time has now come to avoid 
_ duplication of time, research and effort’. 
_ The cover of Libra continues the 
salaries theme with an illustration of the 
_ Society’s crest - a pair of scales; the 
scales are weighed down on one side 
with a money bag, and tilted above on 
~ the other are a despondent-looking group 
of students, one of whom is reaching out 
Ki for the cash, i.e., the minimum salary! 


= SUCCESSFUL INVESTMENT 
COURSE 


_ IT was no coincidence that following 
_ the formation of a taxation and invest- 
ment committee by London CASS 
_ (‘Roundabout’, September sth), which 
arose from members’ interest in invest- 
_ ment matters, the Society’s recent one- 
_ day Stock Exchange and investments 
_ course at Chartered Accountants’ Hall 
was strongly supported. 

_ The course content was provided by 
a team of four directors from the City 
= stockbroking firm of Montagu, Loebi, 
_ Stanley. A worthwhile introduction to 
_ the course was a visit in the morning to 
_ The Stock Exchange. This was followed 
— by a series of detailed lectures on the 
-many aspects of portfolio management 
_ and techniques of investment, research 
` and analysis. 

_ Ae many as Bo per cent of those who 
` attended felt that the course would 
= prove useful in their future careers, and 
_ nearly 7o per cent felt that it was relevant 
~ to their studies. Resulting from the 
_ success of the course, CASSL hopes 
~ to repeat it early next year. 














CONCILIATION 
A IN BIRMINGHAM 


_ More welcome evidence of student and 
-Senior society co-operation comes from 
Birmingham CASS, who have wasted no 
` time in setting up jointly with the senior 
_ society a conciliation committee. It 
emerges as a result of the Institute’s 
= suggestion earlier this year that ‘grievance 
___ committees’ be established by student and 
district societies to resolve differences 
` between principals and students. 

~ The current issue of the Society’s 
‘magazine, Articles, discussing the function 
_ of the committee, stresses that the com- 
_ mittee can only serve its purpose if it 
-obtains the confidence of complainants. 
_ For this reason their anonymity will be 
___ preserved during initial investigations by 
two members of the committee. 

Be Only after proof is established that the 
` complaint is ‘legitimate’ would the com- 
k mittee take up the case. 

is For the venture to have any meaningful 
` purpose, states the article, ‘it must have 






Ir has been all too apparent for a very 
long time that the South West Essex 
Branch of CASSL has existed in name 
only! Out of an approximate membership 
in the area of goo, the average attendance 
at meetings 18 months ago was only 
about a dozen and this figure has now 
dwindled to none. 

Students are not entirely to blame for 
this depressing situation — many prin- 
cipals have failed to encourage students 
to take an interest in the Branch. There 
can be little excuse in the argument 
that ‘it is too near town for students 
to take sufficient interest’ — so too is 
Croydon and that Branch, in its short 
existence, has considerably expanded its 
activities. 


Involving principals 


What seems to be needed to overcome 
apathy is a completely new approach 
to students in the Essex area. Among 
methods which could have the desired 
results would be to circulate to all 
principals a letter ‘pointing out the 
deplorable situation which has arisen. 
Enlisting their aid is half the battle, for 
an interested principal usually produces 
an interested student. 

Following this action, a really good 
programme of lectures with emphasis 
on whole-day courses as well as social 
events should be produced. Furthermore, 
joint meetings with students of other 












s Unite! 


accountancy bodies can bring positive 
results. Such action has proved success- 
ful in Reading as well with the branches 
of other student societies. 


Financial aid available 

An effective publicity campaign is, of 
course, going to cost money, as will 
the setting-up of a good programme of 
activities. However, the Executive com- 
mittee of CASSL tells ‘Roundabout’ 
that as it is anxious to see the Branch 
functioning again, it is prepared to give 
financial assistance. In addition, CASSL 
would also be willing to place at the 
disposal of the Branch its secretarial 
facilities, as well as helping to secure the 
services of good quality speakers. 


Disbandment? i 

Principals and students living and work- 
ing in the area are urgently requested 
to contact CASSL’s Administration Di- 
rector at 43 London Wall, London 
EC2M 5TB (telephone o1-628 4527) 
with suggestions on ways in which the 
Branch can be re-vitalized. Alternatively, 
they can contact Robert Manterfield, 3 
The Drive, Buckhurst Hill, Essex (tele- 
phone or-504 1005). 

CASSL state that if no support is 
forthcoming for the Branch within the 
next few weeks, the Branch will be 
formally disbanded by order of the 
Executive Committee. 





teeth’. At present, the student and senior 
societies are unreservedly behind the 
committee. However, if an intransigent 
position is taken by either student or 
principal, then redress would have to 
come from the Institute—with the 
committee’s support. 

The article concludes by expressing the 
hope that the Institute will set guidelines 
for ‘intransigent cases’ and devolve some 
powers to conciliation committees or, as a 
last resort, set up a tribunal to deal with 
such matters. 


LIVERPOOL ONE-DAY COURSE 


‘Consolidated accounts’ is the title of a 
whole-day course to be held on November 
8th, for students of the Liverpool 
Chartered Accountant Students’ As- 
sociation preparing for Part II, PE I and 
II of the Institute’s exams. 

The course, which commences at 
9.30 a.m., will be held at the Library, 
5 Fenwick Street, Liverpool, and will be 
conducted by Mr J. D. Hewitson, 
F.c.A. Those wishing to take advantage 
of the course are requested to bring this 
notice to the attention of their principals 


and to inform the Association (phone 
236 2401) that they will be attending. 


NEW MEMBERS’ EVENING 


A special meeting has been arranged by 
London CASS at Chartered Accountants’ 
Hall on Tuesday, November 26th, at 
5-30 p.m. for all students who have 
signed training contracts within the last 
12 months, 

Speakers from the Institute, the ` 
London and District Society, ACASS, 
CASSL and the Association of In- 
dependent Tutors in Accountancy will 
outline the role of the Institute and the 
structure of the profession, as well as 
training opportunities and facilities 
offered by student societies both nation- 
ally and locally. Bé 

Wine and light refreshments will be | 
provided and it is intended there should 
be ample opportunity after the speeches 
for new students to raise points inform- 
ally with the speakers and with other 
representatives. 

Places are limited and students should 
contact their staff partner or Mrs Edna 
Tyrrell on 01-628 4527 to reserve a place, ` 










October 31st, 1974 


- Notes 


and 
Notices 





PROFESSIONAL NOTICES 


JOSOLYNE LAYTON-BENNETT & Co an- 
nounce the opening of offices in Brussels 
and Paris, in association with Interfides 
S.A. The office in Brussels is at 56 Rue 
de la Loi, 1040 Brussels, Belgium, under 
Mr CHRISTOPHER J. REAY, M.A., F.C.A., 
who has been a partner in the London 
firm for a number of years. The Paris 
office is at 93 Boulevard Péreire, Paris 
XVII, under M Jacques Maranpas, 
Expert Comptable. 

Scorr & PATERSON, Chartered Ac- 
countants, of Edinburgh, regret to an- 
nounce the death of Mr Ancus MacBEATH 
on October roth, 1974, while on holiday. 
The practice will be continued by the 
remaining partners, Mr RicHarp M. 


McNer, ca, and Mr Linpsay D. 
WILSON, C.A. 
APPOINTMENTS 


Mr Krishan K. Arora, B.COM., A.C.C.A., 
has been appointed chief accountant of 
Contact Lenses (Manufacturing). 

Mr G. M. Johnston, A.c.c.a., has been 
appointed assistant departmental man- 
ager, Western Region; and Mr A. F. M. 
Corringham, F.C.A., assistant depart- 
mental manager, Northern Region of BP 
Chemicals International Ltd. 

Mr Peter J. Davies, F.c.a., J.P., has 
been appointed North East Regional 
Adviser to Samuel Montagu & Co. Based 
in Leeds, he is responsible for Yorkshire, 
the North East of England, North Derby- 
shire, North Nottinghamshire and Lin- 
colnshire. 

Mr G. H. C. Needler, B.A., A.C.A., has 
been appointed deputy chairman of 
Hoveringham Gravels. 
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MOTOR FUEL RETAILERS’ 
MARGINS 


Accountants Instructed 
by Price Commission 

The Price Commission have engaged 
Deloitte, Robson, Morrow & Co to 
conduct a detailed examination of the 
costs and revenues of independent 
garages as a basis for the Commission’s 
assessment of the profitability of the 
trade. This inquiry will be on a sample 
basis, and the consultants will shortly 
be approaching a number of independent 
garages for the purpose. 

This study follows preliminary studies 
by the Commission of the widely different 
circumstances of garages selling petrol. 


CHARTERED ACCOUNTANTS‘ 
MUSIC SOCIETY 

‘Great Operatic Characters’ will be 
introduced to CAMS members by Else 
Mayer-Lismann, of the Mayer-Lismann 
Opera Workshop, at the Society’s next 
meeting on Tuesday, November 26th. 

The illustrated talk, to be given at the 
CEGB Theatre, Sudbury House, 15 


611 


Newgate Street, will be followed by a 
wine and cheese reception, at which there 
will be an opportunity to discuss the 
valuable work done by the Workshop in 
the guidance of young singers. 

Tickets for this event, price {2-50 
inclusive of the reception, are available 
from CAMS secretary, Mr W. J. Bailey, 
F.C.A., 125-129 Middlesex Street, Bishops- 
gate, London Ex 7JF. 


SOUTH ESSEX SOCIETY 
TAXATION COURSE 


The recently-formed South Essex Society 
of Chartered Accountants is holding a 
one-day taxation course on Wednesday, 
November 27th, at the Fairlane Motor 
Inn, Hornchurch, Essex. 

The theme will be ‘Estate and tax 
planning in the new era’, and the course 
will include analysis of capital transfer 
tax, development gains tax and other 
highlights of the 1974 Finance Act(s). 
The speakers will be Messrs Nigel A. 
Eastaway, A.C.A., A.C.C.A., A.C.M.A., A.C.LS. 
F.T.1.1., and R. P. Ray, B.SC.(ECON.), F.T.LI. 

The fee is £14-50 plus VAT (£12 plus 
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Plessey chief accountant retires. More than 200 colleagues attended the recent presenta- 


tion of a canteen of silver cutlery to Mr Charles Adams, F.C.A., right, on his retirement as chief 
accountant of The Plessey Company. The presentation was made at the company’s head- 
quarters at Ilford by Mr Eric Frye, F.C.A., the Plessey director of finance. 

Since joining Plessey in 1951 as chief internal auditor — a post he held for 15 years prior to 
becoming controller of its Telecommunications Group — Mr Adams has been closely associated 
with the financial development of the company, and became chief accountant in 1968. 

During his retirement he plans to devote more time to his favourite recreations — golf and 


music. 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 









o1-402 8361 


coffee, lunch, tea and full course docu- 
mentation. Further information is avail- 
able from the Society’s secretary at 187a 
- South Street, Romford, Essex RM1 1QD. 


$ CORRECTION 
-Inthe caption to a picture on page 522 in 
The Accountant of October 17th, Mr 
Cyril Herring is described as director of 
finance, British Airways. While he was 
financial director of the former BEA, we 
are advised that Mr Herring’s correct 
= description at British Airways is board 
` member and chief executive of the air- 
line’s regional division. 















































1. John Samuel Richards, F.c.a., of 98 

Central Avenue, Pinner, Middlesex, hav- 

ing been found guilty of misconduct 

(a) in that he at Pinner without good 
cause failed within a reasonable time 
to reply to a letter addressed to him 
on 5th November 1973 by the 


of the Department of Trade and 
EG Industry 

Be (b) and in that he at Pinner without 
Ki good cause failed within a reason- 
able time to reply to a letter ad- 
dressed to him: by the Institute on 
25th February 1974 concerning a 
complaint against his professional 
conduct 


was ADMONISHED and ordered to pay £50 
be way of costs. 


a Edward Henry Richardson, F.c.a., of 
_ Regal Chambers, High Street, Shanklin, 
having been found guilty of misconduct 
(a) in that he at Shanklin having been 
asked by solicitors acting for a 
medical partnership, formerly a 
client of his, to provide certain 
information in respect of the 
affairs of the former client, namely 
the amount of tax paid in respect 
of a named partner’s share of the 
partnership taxation liability, with- 
out good cause failed to provide the 
` requested information within a 
reasonable time 


A 
Co 





VAT. “for. stodents), “hich: -indludes 


Companies (Liquidation) Branch 


Dept AH3, Tuition Ho 
Or for a Prospectus Ge SE 


MEETING ON THE 
SOLOMONS REPORT 


‘The Solomons Report — Accounting 
without Tears’, will be the subject of a 
meeting to be held in the Upper Hall, 
City of London Polytechnic, 84 Moorgate, 
London EC2, on Thursday, November 
14th, at 5.30 p.m. 

Mr Tim Berridge, co-author with 
Professor Solomons of Prospectus for a 
Profession, the long-range inquiry into 
education for the professien, will be the 
speaker. 


All accountants and accountancy stu- 
dents are welcome to attend. 





The Institute of Chartered Accountants 
in England and Wales 
Disciplinary Committee Hearings on 23rd July 1974 


(6) and in that he at Shanklin without 
good cause failed within a reason- 
able time and despite four reminders 
to reply to a letter addressed to him 
by the Institute in respect of a 
complaint concerning his profes- 
sional conduct 


was REPRIMANDED and ordered to pay £50 
by way of costs. 


3. Richard Anthony Watson, F.c.A., of 

50 George Street, Croydon CRo 1PD, 

having. been found guilty of misconduct 

(a)in that he at Croydon despite 
having on 22nd January 1974 been 
reprimanded by the Disciplinary 
Committee of the Institute for 
failing to deal with due expedition 
with the capital gains tax position 
of a deceased person’s estate never- 
theless and without good cause had 
still failed by 28th March 1974 to 
take any or adequate steps to deal 
with the capital gains tax position 
in the said estate 
(b) and in that he at Croydon without 

good cause failed within a reason- 
able time to reply to a letter 
addressed to him by the Institute 
on 29th March 1974 concerning a 
complaint made against his pro- 
fessional conduct 

was REPRIMANDED, his practising certifi- 

cate was withdrawn and he was ordered 

to pay £50 by way of costs. 


. AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years of postal 
tuition experience and over 256,000 passes, it assures your success in all the principal 
exams, and also in Banking, Book-keeping, Civil Service, Computer Pro 

Law, Local Government, Marketing, Chartered Secre 

FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 
obligation) on application to Careers 


THE RAPID RESULTS COLLEGE 


London SW19 4DS. Tel. 01-947 2211. ` 
01-946 1102 (24-hour Recording Service). 


viser. 


taries, Transport, U 





4. Richard Anthony Winter, A.C.A., of 
Maypole House, Bexley, Kent, having 
been found guilty of misconduct 

inthat he between February 1971 and 
October 1973 was convicted of seven 
offences the majority of which were 
for being in possession of cannabis 


was REPRIMANDED and ordered to pay the 
sum of £25 by way of costs. 


Hearings on 21st August 1974 


1. Ronald Clough, F.c.a., of 3 Harrowby 

Crescent, West Park, Leeds, having been 

found guilty of misconduct 
in that he at Leeds between 1st 
January 1968 and 2gth April 1974, 
when an employee of a firm of 
chartered accountants and con- 
cerned with the administration of a 
number of trusts, improperly and 
without authority transferred sums 
totalling £10,065-72 from some of 
those trusts and caused those 
moneys to be credited to his own 
bank and building society accounts 
or otherwise utilized them for his 
own private purposes 


was EXCLUDED, 


2. Peter David Olley, F.c.a., of 15 Albury 
Avenue, Cheam, Surrey, having been 
found guilty of misconduct 

(a) in that he at Cheam without good 
cause and despite three reminder 
letters failed within a reasonable 
time to reply to a letter addressed 
to him by the Institute on 7th 
December 1973 concerning a com- 
plaint made against his professional. 
conduct. 

(6) and in that he at Cheam despite ` 
having been informed by the 
Institute on rst May 1974 that a 
communication he claimed to have 
sent to the Inspector of Taxes on 
6th March 1974 concerning the 
affairs of a deceased person had not 
been received by the Inspector and 
despite having in a letter sent by 
him to the Institute on 23rd May 
1974 confirmed his knowledge of 
this fact and stated his intention of 
sending a duplicate copy thereof to 
the Inspector, had not by 24th June 
1974 ensured that such duplicate 
was received by the Inspector 


Was REPRIMANDED and ordered to pay 
£50 by way of costs. 
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Quarterly Office Floor Space Survey 
prepared by 

Debenham Tewson & Chinnocks 
Chartered Surveyors 


There are now some 1,193,000 square feet of offices available 
within the four postal districts of the City of London compared with 
895,000 square feet in June and 637,900 at the beginning of the 
year. 


A detailed breakdown between postal districts is as follows: 

Date ECH ECH ECH EC4 
1.1.74 130,000 237,000 185,000 85,000 
1.4.74 186,000 242,000 238,000 123,000 
21.6.74 193,000 243,000 197,000 262,000 
9.10.74 263,000 343,000 220,000 367,000 


The above shows an increase in supply during the past three 
months of about 22%. 


There are a total of about 300 units available but as many as half are 
for sale on an assignment basis and there are few purchasers in the 
market able to pay high premiums due to the current shortage of 
capital. As a result there has been a fell in the value of leasehold 
interests. 


About 60,000 square feet is space surplus to Stockbrokers’ 
requirements, some 5% of the total. 


There has been an increase in supply over a similar period of some 
12% in Holborn as follows: 

Date ` WC WC? 

1.1.74 248,000 270,000 

1.4.74 273,000 247,000 

21.6.74 283,000 244,000 

9.10.74 297,000 294,000 


Generally fewer tenants enquiries are being received, the principal 
reason being the uncertain economic and financial climate. 
However, there is no evidence of an overall fall in rental value 
although there are examples of initial asking rents not being 
achieved. 


All offices included within the survey were available for letting on 
the open market on the 9th October 1974, with occupation soon 
thereafter. 


Debenham Tewson 
& Chinnocks 
Chartered Surveyors: 


Bancroft House Paternoster Square 
London EC4P 4ET - 
Telephone 01-236 1520 Ee 883749 


with offices in 
Paris Frankfurt Hamburg Sydney Toronto 
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“People often ask me ‘should 

I move?’ I assess their progress and 
sometimes advise them nct to move 
at all. After ail, if you give career 
advice it has io be impartial” 














So whois- 
Douglas Llambias? 


One of these men is. 
Douglas Llambias, ACA, 
ATII. The man who lends his 
name to Douglas Llambias 
Associates...the most 


. comprehensive manag2ment 


and accountancy plac=ment 
specialists‘in the county. 

If not Europe. 

The others are Jan du Pre, 
ACA, Ronald Vaughaz, 
ACMA, and our other quali- 
fied consultants. 

Which name fits which 
face doesn’t matter. 

When you come and see 
us you meet the right ran, 
according to which direction 
you want your career 
to take. 

Each one knows his 
business. And the Consul- 
tancy’s wide range of Hents. 
Big and small. From thz 
Profession, Industry ard 
Commerce. 

He knows them inside- 
out. 


























Now he wants to know 
you, the same way. Your 
technical ability, prospects, 
aims, ambitions. It’s the only 
way he can advise you 
thoroughly. Matching your 
aspirations with his Client’s 


` specifications. 


Exactly. 

Then he'll tell you all 
about the job he has in mind 
...the location, conditions, 
etc. He knows because we've 
visited each Client personally. 
Or he may tell you you've no 
need to move at all. You may 
be better off staying where 
you are. It will always be 
sound advice. 

It all adds up to a very 
civilised way of career 
development.. 

Call us anytime to 
arrange an interview. Talk to 
any one of us. 

The advice costs you 
nothing. But it could prove 
invaluable. 


Call us now—quoting ref: G.3. 
Douglas Llambias 


a Associates Ltd., 410 Strand, 


E London, WC2R ONS. 
Ø Telephone 01-836 4086 and 
3 Coates Place, 
Edinburgh, EH3 7AA. 

$ Telephone 031-225 7744. 


151 Strand i 
London WC2R 1JJ 
Telephone 01-836 0832 


Vol. 171. No. 5211 


1874-1974 


CENTENARY. 
YEAR. 





-ACCOUNTANT > 


NOVEMBER 7th, 1974 


The Recognized. Weekly Journal for the Accountancy Profession throughout the World 


Reinsuring Lame Ducks 


EITHER the Labour Party’s election manifesto nor 


its ‘social contract’ made any provision for one matter 
which, according to the Queen’s Speech, is to be the sub-_ 
ject of legislation in the first session of the new Parliament. 
This is a proposal for yet further intervention in the affairs 
of insurance companies, this time by the imposition of a 
levy related to their premium incomes — apparently designéd 
to provide a form of reinsurance against the risk of the 
companies’ insolvency. 

The risk is one which it is almost impossible to assess; 
past experience suggests that it-is minimal, but in present 
circumstances this may not be a good guide. What is more 
likely than anything else to undermine the position of 
well-managed companies is the continuing failure of govern- 
ments to direct their financial policies to the re-establish- 
ment of monetary stability, with all the consequences 
which flow from this failure. This makes it increasingly 
more difficult to enter into the long-term undertakings 
involved in many classes of insurance business with any- 


thing like the same confidence as in the past that they a 


be honoured. 

It is this, rather than the difficulties created by a 
relatively. few mismanaged companies,. which is likely 
to do serious damage to one of Britain’s most valuable 
sources of invisible earnings. Arrangements such as those 
envisaged by the Government for making companies prop 
up their competitors are, in this context, irrelevant to the 
point of being ludicrous. 

. ‘The immediate occasion for the present initiative by the 

Secretary of State for Trade is the recent failure of a small 


number of life assurance companies; and his reaction is - 


based on a false analogy with the arrangements which 
operate in regard to those third- -party risks covered by 
motor insurance against which there is a statutory liability 


to insure. Because of this statutory liability, motor m- 


surance companies in general undertake to meet the 
obligations in respect of such risks of . a insurance 
company which fails. 


Apart Tom the EE liability of ‘employers 





insure risks: affecting their employees, no one is under a 
legal obligation to effect any other form of insurance. 
In particular, no one is required by statute to effecta life 
assurance policy, whether on his own life or on that of 
anyone else. 

Although the proposed levy will be made on the premium 
income of insurance companies, the Government has not 
attempted to disguise the fact that it will fall on the policy- 


‘holders themselves. It is understood ‘that the proposed. ~ 


levy would ‘initially be restricted to 1 per cent of the 
premium income of a company. However, once the 
machinery for making such a levy has been established, 
there is the danger that it will be increased whenever a 
government chooses to make such an increase — possibly 
for purposes unrelated to am now disclosed. 

So far as life assurance companies are concerned, most of 
their profits are used to increase the contractual benefits of 
their with-profits policyholders, and the levy will have the 
effect of reducing the bonuses which will accrue to such 
policyholders. 

A fact which is not widely appreciated is that well over 
one-third of the ordinary life assurance business in this 
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country is undertaken by mutual societies, whose members 
are the with-profits poli&yholders to whom alone the 
‘profits’ belong. Such societies are in principle no different 
from other types of volintary society formed for the 
mutual benefit of the members and offering them various 
forms of insurance protection. Are friendly societies, 
provident societies and trade unions also to contribute; 


` and are their members alse to be potential beneficiaries of 


the fund? 

It has already been the subject of public comment that 
the Government’s proposal is a direct incitement to 
irresponsibility both in -he management of insurance 
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“ compenies and in iie selection by members of the public 
of the companies with which they insure. Ministers 
hitherzo have sought to encourage the belief that the - 
powers of supervision vested in the Department of Trade 
(since 1973, but not yet fully effective) are such that no 
compeny is in future likely to be able to continue in busi- 
ness for very long unless it is well managed. 

How well-founded any such belief may be is open to 
question but, against this background, the Government’s 
present reaction appears as yet another unhappy example of 
the type of panic measure which has in recent years charac- 
terizec legislative action affecting insurance companies. 


Accountants Urge Action 


on Cash Flow 


MMEDIATE government action to 

deal with a cash flow crisis of national 
proportions — and affecting sole traders 
and partnerships no less acutely than 
the larger industrial concerns — has 
been called for by the Consultative 
Committee of Accountancy Bodies. 

An urgent memorandum to. the 
Prime Minister from the CCAB — the 
first time the six recognized account- 


ancy bodies in the British Isles have - 


acted in this way ~ stresses the triple 


‘impact of price constraints, taxation of 


the inflationary and fictitzous ‘stock 
profit’, and high interest retes: 


“The UK eccountancy bedies wish to 
urge on the Government -he need to 
take immediate steps to improve the 
cash flow prospects of British industry. 
It is clear from the experience of many 
of our members that industry faces a 
cash crisis of substantial proportions. 
The principal causes of the cash crisis, 
in the present conditions o high rates 
of inflation, are price constraints 
imposed under the Price Code, the 
heavy burden of tax at present levels 
and high interest rates. 

‘The direct implications “or employ- 
ment and the economy generally 
require no elaboration. Whac we believe 
is not sufficiently realized is that 
throughout industry the cash shortage 
is causing a massive loss cf efficiency 
due not only to the postponement of 
capital investment but alse to delays 
and shortages of various typ2s of goods. 
A principal reason for such delays and 
shortages is the inability of business to 


continue to finance the necessary levels 


of stock and work in progress. 


Crisis 


‘Business has laboured under price 
constraints of the most striagent nature 
for two years now — since November 
1972. In fact some companies have 
been at a disadvantage for even longer, 
for many subscribed tc voluntary 
restraint for some time before Novem- 
ber 1972. . 

‘We should also draw attention to 
the real but less obvious drain on com- 
pany cash resources brougat about by 
the taxation of what are colloquially 
called “steck profits”. Indastry’s cash 
flow after tax must besufficient to enable 
stocks to be replaced at prevailing cost 
levels. The accountancy bedies would 
favour the introduction of an appro- 
priate method of relieving such in- 
creased costs from tax, but stress that 
any such measure must be of the utmost 
simplicity if it is to be brought into 
immediate effect. Such a method could 
be a percentage allowance on the 


H 


increase in-the total values of stocks. 
The method is rough and ready, but 
overall it could quickly achieve the 
required effect. 

‘The third burden for commerce — 
high interest rates coupled with the 
difficulty of raising short- and long- 
term finance ~ involves the wider issue 
of monetary management. The ac- 
countancy bodies would welcome any 
proposals that may be made to provide 
loan capital at reasonable interest rates, 
but they stress that the proposals 
would be no. long-term solution to 
industry’s problems unless it is made 
possible for industry to maintain the 
right balance between loan and equity 
capital.’ 


Against the background of an im- 
pending second Budget next Tuesday, 


‘the accountants call attention also to 


the cash outflows occasioned by heavier 
tax charges, and by advancing the due 
dates for payment of tax. Such 
burdens, it is pointed out, can be 
abated. by budgetary means, and it is 
hoped that the Government will take 
an opportunity of introducing “appro- 


‘priate mitigating measures’. 





Accountants’ Duty to Criticize. 


ROFIT-MAKING was ‘a laud- 

able objective’, Mr W. S. Risk, 
B.COM., C.A., F.C.M.A., J.DIP.M.A., Presi- 
dent of The Institute of Chartered 
Accountants of Scotland, said last 
Monday. Without profits, there would 
be no imprcvement in Britain’s stan- 
dards of living; and it should be the 
function of government to create 
conditions in which industry could 


operate successfully. 


‘If industry is given the right 


_ conditions’, the President claimed, 


‘there would be no need ir the 
National Enterprise Board which has 
all the appearance of a purely party- 
political pogrom. Industry’ would 
generate its own finance, and the 
serious cash flow position. now con- 
fronting it — and of which the pro- 
fession has recently apprised the 


- Prime Minister — would not arise.’ 


This was an issue, he said, on which 
his Council was prepared to ‘stand 
up and be counted’. The traditional 
independence and objectivity of the 
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profession could not relieve it of the 
right, and indeed the duty, to com- 
ment on the effect of political decisions 
upon industry. 

Mr Risk was speaking at the annual 
dinner of London members of the 
Scottish Institute. 


Multiple VAT Rates 
Imminent? 


UMOURS that multiple VAT 

rates will be announced in the 
autumn Budget can be traced to a 
Conservative back-bench motion which 
has appeared on the Commons order 
paper. A dozen M.P.s are saying that 
multiple positive rates of VAT would 
place a damaging extra burden of 
unproductive paper work on busi- 
nesses — particularly small businesses — 
and that higher rates are ridiculously 
unnecessary, as well as ineffective 
as a redistributive measure, as long as 
income tax rates remain as steeply 
progressive as they are. 

Among questions set down for 
answer by the Chancellor of the 
Exchequer, Mr Robert McCrindle 
(Brentwood and Ongar, Con.) is to 
ask what studies are being undertaken 
at the Treasury with a view to index- 
ing the tax system. Mr A. J. Beith 
(Berwick upon Tweed, Lib.) is asking 
the Chancellor whether he will bring 
forward proposals for indexation or 
some other regular review of tax 
thresholds, so as to remove the dis- 
incentive effect on working widows 
and others which arises when their tax 
liability is increased by cost-of-living 
pension increases. 


Young London CAs 
Launch Own Group 


N open forum on ‘Why the 

Government causes inflation’, led 
by Professor David Myddelton, M.B.A., 
F.c.A., is planned as the first venture 
of the newly-formed London Young 
Chartered Accountants’ Group, to be 
held at Chartered Accountants’ Hall 
on November 13th. To ensure effective 
participation, attendance will be 
limited to a maximum of 40. 

Two of the London YCAG’s spon- 
sors, Mr P. R. Pennington Legh, 
A.C.A, and Mr Michael Lafferty, 
A.C.A., have resisted attempts to ‘cate- 
gorize’ it within the Institute’s exist- 
ing committee and district society 


D e 


Members of the Southern Society of Chartered Accountants held their annual dinner- _ 


dance recently at Southampton’s Post House Hotel. Pictured here are the President and 


Vice-President of the Society, Mr M. G. Lickiss, B.Sc.(Econ.), F.C.A. (right) and Mr W. W. Martin, A 


LL.B., F.C.A., with their ladies. 





structure. An informal constitution, 
they claimed recently, would make it 
easier for YCAG to function as a 
pressure group for the free discussion 
of important issues, without the 
political and other constraints that 
affected Institute policies. 

Following the terms of a resolution 
at the Institute’s 1974 annual meeting 
(The Accountant, June 6th), young 
members’ groups are active, or are in 
process of formation, in several dis- 
trict society areas. 


ICMA Examinations 


F the 12,325 candidates who sat 
at 99 centres in the UK and 
overseas for the May 1974 examina- 
tions of The Institute of Cost and 
Management Accountants, 4,893 were 
successful in one or more parts. 
At the May 1973 examination a 
system of referrals in a single paper 
was introduced and in May this 


year 488 candidates were referred. 






The S. Laurence Gill Prize for —7 


First Place in Part V was won by 
Keith Golding, of Chilwell, Notting- 
hamshire, who is with British Rail 
Engineering Ltd, of London, and The 
Institute Prize for Second Place went 
to Robert Banham, of Crawley, Sussex, 
who is with Esso Petroleum Co, of 
London. 


Other prizewinners were Barry 


MacDonald, of Orpington, Kent, who 


is with The Rank Organisation of 
London, who won the Lewton Corona- 
tion Prize for Financial Management 
in Part V, and Raymond Stanbridge, 
of St Albans, Herts, 


who gained the Harold Wilmot Prize 


for Management Principles and Prac- — 
tice in Part V. The Leverhulme Prize — 


for First Place in Part IV was won by 


William Baseley, of Solihull, who is 


with Bulpitt & Sons Ltd, of Birming- 
ham. 


THE ACCOUNTANT 


The Editor and publishers regret that due to an industrial dispute 
affecting printing staff, editorial coverage as well as display 


and classified advertisement content in this issue has had to be 
severely curtailed, and a substitute cover utilized. They apologize 
to readers and advertisers for the inconvenience caused, and hope 
for an early return to normal publication. 





with Peat — 
Marwick Mitchell & Co, of London, — 
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AEN policy in dealing with ac- 
_ #-Ncounting and auditing issues of 
concern to the profession in Canada 
` has recently been announced by the 
— Canadian Institute of Chartered Ac- 
= countants. 

= When important matters arise on 
= which a pronouncement would be 
useful and which requires attention 
` more quickly than the normal time 
needed to publish a study or recom- 
_ mendation, after allowing for an 
d _ exposure draft and comments, a 
guideline will be issued. These guide- 
` lines include subjects that have been 
approved as possible recommendations 
ut on which an interim position is 
needed; subjects which require some 
_ clarification without the necessity of 
` amending the CICA Handbook and 
` subjects too narrow or specific in detail 
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_ [CFFECTS of the Government’s 

_ La gifts tax proposals (Capital Transfer 
_ Tax, Cmnd. 5705) would be, in the 
view of the Smaller Businesses Asso- 
_ ciation, ‘not so much redistributive as 
 confiscatory’. Allied to the proposed 
wealth tax, the inevitable outcome is 
` foreseen as the forced sale of a number 
` of privately-owned businesses, placing 
— the livelihood of nearly 40 per cent 
"— of the employed population at risk. 


- In the course of a recent open letter 


| to the Chancellor of the Exchequer, 
Mr Colin Dauris, chairman of the 
` SBA’s legislation committee, writes: 
‘The capital transfer tax proposed will 
= make it impossible for private busi- 
_ nesses of any size to continue from one 
_ generation to another, as the owners of 
_ substantial interests in such businesses 
rarely have outside assets which would 
be anywhere near enough to meet the 
tax. Indeed, the position would be 
_ greatly aggravated by the wealth tax 
| proposed in the Green Paper, Cmnd 
», 5704. 5 
_ ‘If an owner-manager of a privately- 
4 owned business was allowed to defer 
` payment of the tax attributable to 
_ productive assets, subject to interest... 

‘then, since he would nearly always 
-have no option but to defer payment, 


: 
Bri 


More Innovations in 
Canadian Accounting Research 


for inclusion as recommendations. 
They will not have the authority of 
recommendations and may be with- 
drawn for various reasons. 

The first guideline dealing with 
auditing procedures under the recently 
revised Canada Elections Act (The 
Accountant, April 4th) was issued last 
month. The second dealing with 
indexing and the inclusion of supple- 
mentary information showing the 
effects of general inflation on financial 
statements will probably be published 
in November in time for 1974 finan- 
cial reports. The concept reflecting 
the effects of inflation (which now 
appears likely to exceed 15 per cent in 
Canada) is basically the same as the 
provisional standard of the Account- 
ing Standards Steering Committee. An 
exposure draft will appear next spring. 





a Confiscatory Effects of Gifts Tax 


wealth tax together with capital trans- 
fer tax would become payable on the 
owner-manager’s death or his gift of 
his holding. We can hardly conceive 
of a case where the double tax liability 
would not force a sale of the business.’ 

Implementation of the proposed 
taxes in their present form is likely to 
set in motion an irreversible decline of 
the small business sector — the situa- 
tion warned against in the report of 
the Bolton Committee (Cmnd. 4811, 
The Accountant, November zb, 
1971). In the absence of relief for 
interests in privately-owned busi- 
nesses, ‘there will soon be left only 
nationalized industries and large public 
companies, neither of which can 
possibly be versatile enough to supply 
the nation’s needs or meet its aspira- 
tions’. 

A serious weakness of the capital 
transfer tax proposals is that the tax 
would be levied by reference to the 
circumstances of the donor rather than 
those of the recipient. The SBA has 
declared its readiness to participate 
in discussions towards the introduc- 
tion of an inheritance tax on the model 
of other Western European countries 
as an alternative to the present estate 


_ duty. 


A Century Ago 
The Accountant 
NOVEMBER, 1874 


Charge of fraudulent bankruptcy 

The Judge said no reasonable man 
could doubt that the transaction was a 
gross fraud. Even though money did 
pass, the transaction appeared to be a 
mere juggle, and as far back as the 
reign of Queen Elizabeth a statute had 
been passed rendering void transac- 
tions of this sort, where no actual 
transfer had been made. The whole 
thing, he added, stinks of fraud, and 
no amount of ingenuity on the part of 
their solicitor could have rescued these 
persons from their position. 





Merger Legislation in 
Irish Republic 


HE text of the long-awaited 

Mergers, ‘Take-overs and Mono- 
polies (Control) Bill 1974 has been 
published in the Irish Republic, 
giving the Minister for Industry and. 
Commerce power to monitor all 
proposed mergers and _ take-overs 
where the enterprises involved own 
assets of £500,000 or more, or have 
an annual turnover of {1 million or 
more. 

The Minister will also acquire power 
to modify the proposed terms or 
to prohibit the entire deal, and to 
break up or limit the powers of a 
monopoly. 

The technicalities are meticulously 
drafted. The parties involved must 
give advance notice to the Minister; 
his decision must be vetted, and may 
be vetoed, by either the Dail or the 
Senate; proposals may be referred 
to the Restrictive Practices Commis- 
sion; and inquiries would be held in 
private. 

A merger will be taken to exist 
when two or more enterprises, one at 
least operating in the Republic of 
Ireland, come under common control, 
and a monopoly exists when the 
enterprise controls at least half of the 
goods or services of the type in 
question within the Republic in a 
particular year. 

Banks, building societies, electricity 
supply, and certain transport services 
are excluded. It is in general terms a 
good Bill — but the stable door has 
been open for a long time now. 
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-Relief for Interest Payable 
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3- Private Residences 


by HS. A. MACNAIR, F.C.A. 


The third article i in this series SÉ the scope for relief where private 
residences are concerned, including those which are intended for letting. 

The treatment of life-annuities, loans to pay estate duty, and loans to acquire 
` interests in close companies and EE will be dealt with in a final article. 


ites constraints were first placed on relief for i interest 


by the Finance Act 1969, certain categories of loan 
finance remained eligible. The: financing of homes- may 


echo Sir Edward Coke’s dictum that.the house o of everyone. 


is to him as his castle‘and fortress. 


The ‘home’ is defined in the. first. instance as an Se 


or interest in land in the UK or the Republic of Ireland. 


One extension relates-to.a ‘large’caravan’ with an overall. 
length exceeding 22 ft (excluding. any drawbar) or an overall. 


` width exceeding’ 7 ft 6 in. or with an excess in both direc- 
tions, measured in accordance with regulation 3 of ‘the 
Motor Vehicles (Construction and Use). Regulations 1966. 
The term ‘caravan’ is ‘defined by section 29 (1).of the Cara- 


van Sites and Control of Development Act 1960 as meaning ` 
any structure. designed or adapted for human habitation - 


which is capable of being moved from one place to another 


(whether by being towed, or by being transported on a . 


_motor vehicle or trailer) and. any motor, vehicle so designed 
-Or adapted. 


. However, a caravan does not include a tent. Moreover,. 


the’ legislature has taken special cognisance of a type of 
habitation popular half-a century ago and which on close 


inspection is found to be a disused railway~carriage— for . 
the definition of ‘caravan’ specifically excludes any railway . 


rolling stock which is for. the time ac penig. on SCH forming 
. part ofa railway system. 


‘Rating test 


There is an alternative possibility where the caravan is, 


not A ‘large caravan’; perhaps the. caravan, taken with the 
larid on which it stands, -is for the time being a rateable 
hereditament for the purposes of the General Rate Act 


. 1967 or any corresponding enactment in force in Scotland, ` 


Northern Ireland or the Republic of Ireland. If so, the title 
to eligibility is linked to the payment (not just the liability 


to make payment) of rates by the owner-occupier or by the ` 


wife or husband (es occupier) of the owner. One has to 
look at the period in which the interest was paid and 
inquire | if the occupier of the caravan (whether owner- or 
-owner’s ‘spouse) has “duly paid rates under. the Act’. 


_ Taxpayers in this position should be prepared: to produce 


rate receipts to suppoit their claim to relief of i income tax. 

A home can also take the form of property in a houséboat, 
that is to say a boat or similar structure designed or adapted 
for use as a place of permanent habitation. It may be rele- 


.vant to note that, under section 38° of the Finance Act 


1953; the territorial sea of the UK is deemed to be part of 
the UK fori income tax purposes. 


Qualifying E A 
It will be seen that the home is not the. seta entity ut the 


` right in Jam ze owner to occupy it. Hence ‘home’ may be an 


estate or interest in land- absorbed into, or given up to ob- 


‘tain, the interest held. The reversioner who buys out his 


lessee will have incurred qualifying expenditure although the 
interest acquired i is ‘drownéd’ by merger in his superior title. 

Again, it is not uncommon ‘for. owners - to : exchange 
properties ‘and interest required to service the acquisition 
of the former property remains eligible. Ifthose owners each 
took over responsibility for any mortgage outstanding on 
the property: acquired, it would appear: that the new 
obligations would be regarded as replacing the old, within 
the usual limits. Perhaps more care is required i in organizing 
an exchange. than a straightforward acquisition. 

The new legislation is modelled on the provisions in'the 
Finance Act 1972, most of which are taken over intact. The 


‘former legislation was not confined to property representing 


an ‘only or main residence’ and it seems that, despite the 
absence of relief. for a tent, there is nothing which prevents, 


someone from buying the. site of a desirable cave to be used 
-as such. 


Some doubt may be felt as to whether land lacking shelter” 
would be capable of being a residence. The point is not 
entirely academic, given that someone might wish to acquire 
a site for’ his intended home at a timé when he has no 
(other) main residence. Not long ago, there were reports of - 
an extravagant price being paid for a cowshed and its site. 
The problem here concerns those who buy a site a long 
time ahead while theiselves living in service accommoda- 
tion or with relatives. 

Different considerations apply a a site is acquired to 


“be built onat once; Bee basic rule i is that Ha interest is Pais 





eg 


less. than 12 ere after the date on which he oan i is 


made, then the home must be used as an only or main 
residence within twelve months after that date. If interest is 
‘paid more than 12 months afer the loan is made, then the 
` home must be an only or main residence at the time the 
interest is paid. It séems, th2refore, that where the home 


will not promptly attain residence status, it should be. 


arranged for payment of intezest to be deferted. 

The period of 12 months mentioned above can be 
- extended by the Board of Inland Revenue if it appears to 
them reasonable to do so, having regard to all the circum- 
‘stances of a particular case. Probably the main risk in 


seeking to sidestep a discretionary. extension of time by 
' deferment of interest is that che rate of interest will end up ` 


as being at a.rate in excess of a reasonable commercial 


` rate. 


An estate or interest in land does not amount to a ‘home’ 
_ if it.is one of the technical legal titles enjoyed by a mort- 


gagee, the owner of a rent-charge or similar creditor. On — 


the other hand, where interest is payable by the tenant- 
occupier of any property ta the landlord in pursuance of 
arrangements whereby monzy advanced at interest by the 
‘landlord is applied by the tenant in purchasing the _and- 


lord’s estate or interest on deferred terms, the stake enjoyed 


by the tenant is elevated to the status of a home 


Expenditure .otherwise than on the acquisition of legal 


title may also rank as quclifying. Instances include the 
improvement or developmeat of land, or buildings. on the 
land, a turn of phrase not akogether meaningful when con- 
fined to an only or main residence. However, this is ex- 
plained as including payments in respect of maintenance or 
repairs incurred by reason of dilapidation attributable ro a 
period before the estate or -nterest was acquired. oa 
No doubt this reflects th2 principle in Law Shipping Co 
' Lid v. CIR (3 ATC 110; 12 TC 621) and the rule dovetails 


' with section 72 so as to exccude the deductions enumerated ` 


there for Schedule A purpcses with a repeated exclusion of 
payments in respect of ma:ntenance and repairs. Further- 
more, the principle in Dazidson ó. Deeks (35 ATC 376; 
, 37 TC 32) which treated steet works as being unrelated to 
the properties of the frontagers has been disavowed by the 
' rule that expenditure incurred or defrayed directly or 
. indirectly i in respect of street works for any road adjoining 
"or serving the land (other than works of maintenance or 
- repair) are to be included in the improvement and develop- 
ment of land. “Street works’ mean any works for the sewer- 
ing, levelling, paving, metalling, flagging, channelling and 
making good of a road, including the provision of proper 
‘means of lighting. - 


Only or main residence 
`The expression ‘home’ has been used above to iden-ify the 


` subject-matter which has to be someone’s only or main ` 


„residence. The usual case is that in which interest is paid 
-by a person who is for the time being the owner of a home, 
on a loan tò-defray moner applied towards the home. 

‘The loan must be mad» in connection with the applica- 
tion of the money on the occasion of its application: or 
‘within what is in the circumstances a reasonable time from 
the application of the money. In particular, the proceeds 
-of the loan may not be applied for some other purpose 
before being applied thus. On the other hand, one can pay 


Zo 
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off anotker. toa with the proceeds e a loan so as to fo bane 


about a qualifying replacement: `. 

In thet usual case, relief for interest is granted if at the 
time the interest is paid the home is used as the only or 
main rez:dence of the borrower-owner. The reference to 
use impsses a severer test than that required to get exemp- _ 
tion fror- capital. gains tax under section 29 of the Finance , 
Act 1965 There the whole or part of an accommodation 
unit has. to be the only or main residence for discrete _ 


. periods of time, each of which gives title to some relief, 


and the Hentification of one out of possible units is a matter 
for the -axpayer’s choice. ‘ 
Considerable doubt must be felt as to whether a weekend 
cottage or other home is ‘used’. in a way which stands 
comparxon with some other address when the ‘only ‘or 


` main residence’ test is applied, beating in mind that the 


taxpayes signed statement is not to be decisive. 


Vicaricus use 

The incumbent may be a ‘dependent relative’, meaning 
the owner-borrower’s mother or ‘mother-in-law, or a‘ 
relative who is incapacitated by old agè or infirmity from 
maintz-ming himself. A relative of the owner-borrower’s 
wife œ husband will do. What seems somewhat unjust ` 


‘is that relief is denied if the mother is living with her ` 


husband, even if that husband is absent abroad. On.the 
other Land all former wives qualify as vicarious occupiers `" 
as well as those (presumably only one at a time) who are 

merely separated. Similar remarks apply to ex-husbands. ` 

` Any attempt to over-exploit this range’ of potential -.. 
occupi=rs is frustrated by the rule which imposes a ceiling 
of {2.000 for 1974~75 and diminishes relief for interest 
on greater amounts proportionately. The ceiling takes under 


its roc? loans subsidized under Part II of the Housing . 


Subsic:es Act 1967 and earlier loans actually or E 
within the scope of relief for owner-borrowers. ` 

Ancther direction in which relief is extended concerns 
deceased estates where relief for interest is continued in 
favout of the personal representatives where the home is 
next cecupied by the deceased’s widow or widower or any” 
depenent relative. A further possibility is that the identity of 
an ‘oyaer-borrower’ is- split between two but not more than 
two persons; for example, brother and sister, or ‘cousins. 
(altho_gh relationship i is, not required). 

Finelly, the attraction-in purchasing property not in- 
tende= for owner-occupation as discussed above lies in the 
absenze of a £25,000 ceiling on the level of loan qualifying 
for relief. Once again the arbitrary test concerns the time 
at which the interest is payable. Straddling that time there 
is, necessarily, a period of 52 weeks, Indeed, there are some 
364 consecutive periods which straddle a given date. and 
which comprise 52 weeks. 

Tke rule is that one looks at any period of 52. weeks - 
comezising the time at which the interest is payable. The , - 


prop=rty must then be let at a commercial rent for more’ ` - 
than 26 weeks and, when not so let, is either’ available for . ` 


letting at a “commercial rent or used as an. only or main 
residence or prevented from being, so available or used by 
any works of construction or repair. The 52-week’ period 
does rot have to be conterminous with a year of assessment. 

‘Tere is just one snag — such interest can only be relieved - 


-agaimst the aggregate income from all residential properties. , 
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HERE ‘is currently as little con- 

fidence in the stock market as 
there is business. A demoralized gilt- 
edged ‘market, however, has not 
entirely demoralized an equity market 
where November. Budget hopes are 
now fixed on two points — the relief 
of industry from ACT and from the 
burden of tax on stock profits. 

One estimate puts the stock profits 


figure at as much as £5,000 million this - 


year, out of estimated total pre-tax 
profits of £10,450 million for all 
industrial and commercial companies. 
It is argued that relief of tax on those 
profits would fulfil a possible eco- 
nomic objective of diverting resources 
towards manufacturing industry. 

Relief from ACT as a cash helping 
hand to industry and commerce at 
large, and eased stock profit taxation 
to assist manufacturing industry in 
particular, would be a double measure 
to the City’s liking. But it is recognized 
that Mr Healey will have his work cut 
out convincing left-wing elements 
in the Cabinet and in the trade 
unions that relieving industry of a 
burden of taxation helps protect 
employment. 


That is Mr Healey major problem. 


His coming Budget, if it does what it 
needs to do, may please the City 
more than his own supporters. 


ECONOMIES 


It is a sorry sign of the stockbroking 
times that stockbrokers cannot afford 
to rent offices in The Stock Exchange's 
own tower office block. Five vacant 
floors tell their story of stock-broking 
economies. 

Leasing to ‘outsiders’ is both essen- 
tial and inevitable if The Stock 
Exchange’s rental income is to be 
preserved. Stock Exchange firms are 


not merely vacating the tower office, 
block, office space generally is being . 


given up and prestige relinquished in 


favour of economy. Those firms which. 


not only spread themselves in the’ City 
during the boom but into the West 
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End as well, are looking closely at their 
costs. ` 
Gold at $200 an ounce by the end of 


~ this year has been for so long such a 
_ popular forecast that it seems to have 
been accepted as fact. So accepted 


that the forecast has been lifted by 
some optimists of the bullion market 
to $225 within the next six months. 


LURE 


Current buying of gold is encouraged 
by the fact that US residents will be 
able to buy the metal from the begin- 
ning of next year. Present buying 


-therefore anticipates more buying later. 


It will be interesting to see whether 
present anticipation-buying forces the 
gold price to a point at which further 
buying in the New Year becomes 
unattractive. That.seems unlikely, for 
whatever the price there is still the 
lure of gold to contend with. Simply 


619 © 


being able to buy gold could prove 
attraction enough. 


RECONSTRUCTION 


The Edward Bates and Jessel 
Securities groups are now counting 
the cost of having their insurance 
subsidiaries rescued. Butts, having 
bought Welfare for £9-5 million and 
sold it for £50,000 on condition that 
£2 million is raised and put into it, 
faces a major reconstruction of capital. 

Jessel Securities is considered vir- 
tually certain to be called in for £6 
million to inject into London 
Indemnity & General, and may well 
have- to sell off major associated 
company investments to. raise the 
money. In the boardrooms of both 
companies there may be some con- 
jecture and debate on the whole 
subject of rescue, let alone the cost - 


‘of it. 


Rates and Prices 
‘Closing prices, Monday, November 4th, 1974 


Bank of England Minimum Lending Rate 


Oct. 19, 1973 '..114% Aprii 5,1974 ..124% 

` Nov. 13,1973, ..13 % April 11; 1974 ..12 % 
Jan. 4, 1974  ..123% May 24,1974 ..112% 
Feb. 1, 1974 


«.124% Sept. 20, 1974 ..113% 


Finance House Base Rate 
November 1st, 1974. 12% 
H 


FT Industrial Ordinary Index 
November 4th, 1974, 191-2 


Treasury Bills 


1974 


Money Rates 


Day to day 5 -104% Bank Bills ` 

7 days 10 -102% 2 months 11% -127% 
Fine Trada Bills 3 months 127—127% 

1 month .. 124—134% 4 months 124 ~-128 % ` 
2 months .. 123—134% 6 months 124 -124 3 
3 months .. 13 24320 j 


Three Months’ Rates. 


Local authority deposits . 218 211 % 
Local authority bonds , 113% 
Sterling deposit certificates de SCH -114 % 
.Euro-sterling deposits ` - 14 ~145 % 
Euro-dollar deposits 943-103% 


Foreign Exchanges 


Aug. 30.. £11-2460% Oct.4 .. £10-9795% New York .. 2:3430 Frankfurt.. 5:9950 
Sept. 6 .. £11:2348% Oct.11 .. £10-94959% Montreal .. 2:3035 Milan 1558-00 
Sept. 13.. £11-0868% Oct.18 .. £10-8850% Amsterdam 6:1425 Oslo 12-8625 
Sept.20.. £10-9593% Oct. 25.. £10-8907% Brussels .. 89-1000 Paris 10-9675 
Sept.27.. £10-9764% Nov.1 .. £10-9770% Copenhagen 13-8950 Zirich. .. 6:6425 
Gilt-edged 
Consols 4% ` 23% Treasury 9% 1994 si Sé .. 568 
Consols 234% .. 143 Treasury 83% 84-86 .. we . 68% 
Conversion 33% 20% Treasury 84% 87-90 .. ei . 60 
Funding 34% 99-04 .. 244 Treasury 64% 1976 sia i +. 934% 
Funding 54% 78-80 .. 76% Treasury 34% 77-80 .. 733 | 
Funding 53% 82-84 .. a . 63 Treasury 34% 79-81 .. 1. 692 
Funding 52% 87-91 .. Ss .. 44 Treasury 5% 86-89 `.. oie +» 423% 
Funding 6% 1993 Se dé .. 423 Treasury 54% 08-12 .. d .. 333 
Funding 64% 85-87 .. ae 54 Treasury 24% e i . 14$ 
Savings 3% 65-75 vs ës .., 95 Victory 4% e dë H er » 98 
Treasury 93% 1999 .. ey , 60F War Loan 33% . e SS .. 204 
' A 
\ Retail Price Index (Jan 1962-100) 
. Jan Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dee. 
1971 | 147-0 147-8 149-0 1522 153-2 154-3 155:2 155-3 155-5 156-4 157-3 158-1 
"4972 ` 159-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 - 171-3 172-4 173-4 176-7 178-0 178-9 179-7 180-2 181-8 185-4 186-8 188-2 


191-8 195-1 196-8 203-5 206-4 208-5 210-4 210-6 2129 
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Appraising Management Skills _ 


ke ere of tasks and appraising manager performance 
against those tasks is seen- br many to be a means of 
co-ordinating management activity towards achieving cor- 
porate goals, and a-powerful method of motivating the 
‘managers ccncerned. ` Ite successful introduction pre- 


supposes that the principles. and practice of human. 
resource maragement have begun to displace some of the 


. more traditional manageriel skills. However well conceived, 
an appraisal system can be no better than the under- 
standing, knowledge and skills of managers allow. 

The potential weaknesses in employee appraisal pro- 
grammes and a summary of the steps required for their 
effective implementation are set out by Thomas. W: 
Zimmerer and Thomas F. Stroh in an article ‘Preparing 
` Managers for Performance Appraisal’ in the July 1974 
issue of the Advanced Mar agement Journal.. 


Areas of weakness 


The authors suggest the following areas that require 
checking when evaluating an existing system: 


` (a) The manager’s knowledge of the proper techniques to be 

' employed in appraising subordinates, performance. Line 

_ Managers are rarely trained in the techniques and hold 

` differing views of how the system works and their role 

` within i. This can produce confusion-and resentment 
because of perceived irequities. 


: (b) Are managers who urderstand the system using it? If - 


managers believe the «valuation criteria to be improper 
they will pay little attention to the results while scrupulously 
working the mechanics of the system. 


(c) The manager’s percepton of the system as a contribution - 


to improving producti~ity. If it-is imposed on him from 
outside he is not likely to involve himself in the spirit of the 


programme and there is only a superficial completion of 


the performance appra-sal function. 


. (d) Personal bias. If employees perceive personal bias in the 


_ system, then -it will not remain effective and employee 
_ respect will be lost. 


~ (e) Managers’ fear of making adverse evaluations. Fear. of 
confrontation with employees can result in the whole 
spectrum of employee performance ratings being raised 
so as to dvoid adverse reports. ` 


fy Time interval. To be effective, the system must be more 
than an annual or semi-annual review. There must be 
ongoing counselling wih’ SE at GEES intervals, 
. for which time must be found. 


(g) The ability of managers to probe causes of poor oe 


ance. Skilful use of enalysis of poor performance can 
provide a positive amd constructive attitude towards 
employezs and the probable saving of potentially good 
employees. 


Th: first step in improving’ the SE appraisa* 
funct:en is to ensure the full support and commitment of 
top management. The latter must then make clear through- 
out tke organization that performance appraisal is a funda- — 
mentz. function of management, and that the human 
rèsou-zes employed. are at least ‘as important as. physical 


' resou-ces. This can then be reinforced by the grouping of ` 


three organizational units or levels in a series of overlapping 
and interlinking meetings. 

After discussing the role of the appraisal system, Sch. 
meeti-gs should then concentrate op how the system ‘is to; 
‘be implemented and the criteria that should be used in the - 
performance appraisal. There is evidence to indicate that 
manazers are often confused as to what the ‘real’ criteria. 
are that are being used in the appraisal of Oar own . 
performance. 

In selecting criteria, regard should be given to the 
requirements of the job which are relevant to their specific 
organ-zational situation. For example, the criteria that may 
be apzropriate to salesmen which would take into account 


` the nezd for risk-taking and aggressiveness would be quite 


inapp-opriate for a product reliability. engineer. The 


- critera must also be relevant to the contribution the mana- : 


ger mækes towards the achievement of corporate goals. 


Prop=r functions 


The scond phase in preparing ‘line managers should be = 
the re-nforcement of good counselling procedures. Mana-. - 
gers nust be convinced that their’ function is not the, 

performance of work but the direction of others. This’. 

direction should involve the manager in the encouragement 
of corrected behaviour and redirection of the employees’ 
energ.2s towards the organizational objectives and should --- 
bring every manager into contact with each of his employees 
to remforce positive improvement ` at frequent time 
intervals. $ 
- To zarry out the above functions, many managers will’ 
requira some training in the skills. required. These skills 
includ> interviewing skills and skills in inter-personal 
comm-inication. These can be developed by discussions 
between the manager and experienced members of the `; 


- persocnel staff; role-playing in simulated actual con- 
ditiors; and a critical review of performance and progress.. > 


Managers may be led to believe that the introduction of 
perfomance’ appraisal will lead to an immediate improve- 


_ ment in productivity and feel frustrated when this does not 


' happea. It should be Stressed that there is a lag, sometimes 
of as much as two years, before there is an improvement in 
empleyee-management relations where these have pre- 
vious: been.strained. The change in attitudes required 
befor= people become able to accept criticism, discard 
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less productive behaviour patterns and learn new concepts, 
takes time and cannot be rushed ~ and managers themselves 
need time to learn the most effective management style. 


Communication techniques 

Lastly, managers must be taught the use of probing 
techniques in inter-personal communication so that they 
are able to determine the causes of employees’ problems. 
Only through honest discussions can a free exchange of 
feelings, aspirations and expectations build the necessary 
mutual respect between manager and employee. The 
manager must avoid the temptation to spout lectures or 
dogma, and show willingness to provide guidance to 
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employees on their own growth and development in the 
organization. 

The introduction of a performance appraisal system is nota 
mechanistic process which simply requires the specification 
of the system to be drawn up. It deals with people, who 
come with a variety of skills and prejudices and for whom 
the system poses problems of change in work style and 
attitudes. 

This can only be a gradual process, but the key role in 
that process is that of the manager himself who must first 
look to his own skills to ensure that they are adequate for 
the task before he can establish an effective rapport with 
those employees for whom he is responsible. 





Eighty-seven Years On 


American Institute’s Annual Meeting 


From Our New York Correspondent 


HE American Institute of Certified Public Accountants, which chooses a different 

United States business centre each year for its annual meeting, marked its 87th 
birthday (coinciding with the centenary of The Accountant) in the loch-like setting of 
Seattle. As usual, the local state society — in this case the Washington Society of 
CPAs — provided lavish hospitality to its visitors, allowing 1,500 CPAs and their 
ladies to explore the harbour and the Space Needle, and celebrating the closing of the 
proceedings on October 15th with a visit to the opera house and a dinner-dance. 


Unlike the Congress of Vienna, that 


associated with, accountancy work. 

Another absorbing discussion focused 
on ‘The Liability Spectre’. The spate of 
recent lawsuits against members of the 
profession has greatly discouraged ac- — 
countants who would otherwise be 
sympathetic to demands that they take on 
greater responsibilities in public affairs 
and exert more effort in providing data 
helpful to the layman but not required 
by the strict letter of the law and account- 
ing principles. The inhibiting effects of 
unlimited liability can be mitigated by 
insurance, but premiums haye now 
become so high that the big risks may 
prove uninsurable. Further progress in 
overcoming the liability problem may 
have to await new legislation; and the 
wait may be a long one. 


‘danced without advancing’, the Seattle 
annual meeting moved speedily through 
its procedural business. In succession to 
Mr Samuel A. Derieux of Virginia, Mr 
Philip L. Defliese, managing partner of 
Coopers & Lybrand, New York, was 
elected Chairman of the Board of the 
American Institute. Mr Wallace E. Olson 
remained in the newly-defined position of 
President [The Accountant, February 
21st], and as such continues to be 
responsible for all the day-to-day acti- 
vities of a professional body now about 
105,000 strong and extending its scope 
from assisting the smallest rural practice 
to organizing nation-wide professional 
examinations twice a year. 


Technical sessions 
Most of the time and attention of partici- 
pants centred on questions raised during 
the technical sessions on the first day, 
and reviewed again during discussions of 
critical issues and of the scope and 
structure of the accountant’s responsibi- 
lity on the second day. One of the key 
issues was the future place of management 
advisory services in the typical account- 
ancy practice. 

The point was made that virtually 


Wi: 


every firm now provides these services to 


some degree. Yet the day has evidently 
not arrived when small as well as large 
firms will accept the idea of granting 
professional status to engineers, computer 
programmers and those trained in other 
disciplines — useful to, but not normally 


Tax reform 


The latest attack on inflation mounted by 
the Ford Administration gave added im- 
portance to the technical session on 
developments in federal taxation. It was 





Mr Philip L. Defliese, right, takes over as Chairman of the Council of the Institute from Mi 
Samuel A. Derieux, /eft. Mr Wallace E. Olson, centre, continues as President of the Institute. 











not possible to arrive at useful con- 
clusions on the tax reform bill now 
wending its way through the Congress, 
but the Ford Administration appears to 
be more concerned with the total revenue 
collected by the government — not 
` significantly changed in the proposals 
offered at the beginning of October — than 
with the efficiency or equity of its 
collection. 
-One of the most controversial subjects 
covered in Seattle was the desirability of 
including earnings forecasts in financial 
statements. Although these are now 
permitted by the Securities and Exchange 
- Commission, few companies have so far 
decided to provide them. The un- 
certainty of today’s economic weather 


makes it even more doubtful whether 


these forecasts can usefully be included 


_. in public documents approved by the 


auditor. 
Meanwhile, a special commission has 
_ been appointed, under the chairmanship 
of Mr Manuel F. Cohen (formerly chair- 
man of the SEC) to study the responsibi- 
lities of independent auditors, The basic 
purpose will be to ensure that the public 
have fullest possible confidence in the 


role of the auditor. The report is expected 
to be completed before the end of next 
ear. 
Of particular interest to those outside 
the realm of practising accountants was 
the discussion of the place of the growing 


segment of the Institute’s membership 
now engaged in industry and government. 
The accompanying table shows that 
40 per cent of the Institute’s membership 
are now in occupations other than public 
practice. 


Sources AND OCCUPATIONS oF AICPA MEMBERSHIP 
















































1972 1973 1974 
Total 
Occupational Classifications of Members 87,652 95,413 103,863 | Institute 
Membership 
Public Accounting Dos 59°8 Gool Percentage of 
Members b 
Business, Industry, Miscellaneous 32°9 33°6 33°6 Olassificatiens 
Education EN: Ach 370 
Government 3°5 
‘Total in 
Membership in Public Practice 53,029 57,029 62,340] Public 
Practice 
Firms with one member 20'5 20'9 21'5 | Percentage in 
; z Public 
Firms with 2-9 members 31:7 31°5 30'5 | -Practice 
Firms with 10 or more members, except the 8-4 8-7 9°3 by Bite of 
i 






Twenty-five largest firms 















39°4 38-9 38:7 





"PRO to an Elephant’ 


G Zoo Setting for Women CAs’ Dinner 


EMBERS of the Women Chartered 
Accountants’ Dining Society ful- 
filled a long-held ambition last week when 
they held their annual dinner in the 


` London Zoo’s Tavern Room. 


The toast of ‘The Institute of Char- 
` tered Accountants in England and Wales’ 


_ = represented this year by Mr John 


Grenside, C.B.E., F.c.A., Deputy President, 
and Mr John Hough, F.c.a., Secretary — 
was proposed by Miss Pamela Barrett, 
_ F.C.A., a founder-member of the society. 

She spoke warmly of Mr Grenside’s 
work in Europe which, she said, must 
benefit all members of the Institute, 
both men and women. 

Inhis response, Mr Grensidespoke of his 
pleasure in seeing more and more women 
willing to join the profession. Nowadays, 
as he pointed out, a young man no longer 
had to take the drastic step of marriage to 
learn whether a young lady was good at 
budgeting the housekeeping; he merely 
had to join a partnership which employed 
girl articled students and all would be 
revealed to him. 

It must be ‘quite splendid’, he added, 
to be married to a lady for whom the 


critical path analysis of a dinner party 
presented no problem! In more serious 
vein, he looked forward to the day when 
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Miss P. M. Barrett, F.C.A. (/eft), Chairman of the Women Chartered Accountants’ Dining 
Society, presided at last week's annual dinner. Photographed with Miss Barrett on this oc- 
casion are Mr J. P. Grenside, C.B.E., F.C.A., Deputy President of the Institute; Miss Joan 
Crammond, of the Zoological Society of London; and Miss E. M. Smith, F.C.A., Vice-Chairman 
of the Dining Society. 





the Institute’s first woman Council 
member would take her seat. 

Mrs Jane Robinson, A.C.A., proposed 
the toast to the guests. Replying to the 
toast, Miss Joan Crammond of the London 
Zoo — humorously introduced as ‘PRO 
to an elephant’ - offered a delightful 
series of anecdotes of the Zoo’s history 
and some of its ‘characters’, human and 
otherwise. 
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STUDENT ROUNDABOUT 


Bristol Steps Forward 


satisfaction to Bristol CASS to achieve 
their aim of a recommended minimum 
salary of {1,050 in the area (‘Round- 
about’, September 12th). A policy of 
co-operation with the senior society 
resulted in general agreement that this 
should be an acceptable minimum wage 
payable by all firms, though some firms 
would require a transitional period for its 
implementation. 

Now, at least one firm has come out in 
favour of immediately paying its students 
the £1,050. It has also agreed to see that 
students are granted future increases in 
line with the suggested ‘minimum’. In 
addition to paying at least the recom- 
mended salary, the firm is giving luncheon 
vouchers and is meeting course fees at 
Bristol Polytechnic. Those taking courses 
elsewhere will, however, have to bear the 
extra cost themselves. 

In return for the firm’s initiative under 
the agreement, students have been asked 
to ensure that work for which they are 
responsible is completed without delay. 

Commenting on this forward move, 
Bristol CASS state that students in the 
firm ‘must do their bit to ensure that the 
new pay structure provides material 
benefits to all concerned’. 


k must have been a great source of 


Two steps back 


That well-produced Newsletter of Bristol 
CASS is in serious danger of being 
terminated — because there is no one 
to take over the editorship. 

John Pope, Harold Binley, Dave Dick, 
Andy Pott, together with others, have all 
done more than their share in producing 
on time the Newsletter, and have rightly 
regarded it as an essential means of com- 
munication between the committee and 
members. For a new editor, a few pages 
once a month can hardly be regarded as a 
daunting task. 

That students should seek changes is 
right and proper. The present committee 
has done ‘the impossible’ on salaries as 
well as projecting the Society’s image in 
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the Newsletter and in ‘Roundabout’. Such 
simple truths tend, however, to get 
forgotten. 

Bristol members will have only them- 
selves to blame if such an effective means 
of local communication fails. With so 
much achieved, and in the light of the 
many changes now taking place in student 
affairs, the Newsletter is a ‘must’. Help is 
needed and members should seek co- 
option on to the committee, otherwise 
all the good ideas will fall to the ground. 

The Society’s members, if they wish 
to be counted among the most progressive, 
have to play their part. An undeniable 
fact which has to be faced is that while 
the Society cannot hope to be an effective 
force without full support from members, 
those in the ‘establishment’ can survive 
quite happily without the intrusion of 
students! 


BIRMINGHAM’S 
COMPUTER COURSE 


NOVEMBER 15th is the deadline date for 
applications by members of Birmingham 
CASS to attend the Society’s annual 
residential computer course which is 
being held at Nottingham University 
from December 14th to 16th. 


Now well and truly established — it is 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 


Notification of ICA Examination 
Results 


Subject to unforeseen circumstances, a list of candidates successful at the 
September 1974 Intermediate examination of The Institute of Chartered Ac- 
countants in England and Wales will be displayed at Chartered Accountants’ 
Hall, Moorgate Place, London, on Monday, November 25th, and will be pub- 
lished in The Accountant of November 28th. 

In addition, each candidate may expect to receive by post at the earliest on 
Monday, November 25th, a notice stating whether he has passed, been referred 
or failed, together with details including any prize awarded, or, if unsuccessful, 
particulars of his performance in individual papers. 

The Institute cannot give information of results by telephone or telegram and ` 
cannot entertain any inquiry as to whether results are available. 
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in its sixth year — this annual course is E 
again being organized in conjunction — 
with ICL for the benefit of those mem- E 
bers with little or no computer experience. 
Lectures will deal with, among other — 
subjects, elements of a computer system, 
programming, systems analysis and de- — 
sign, financial modelling, and controls _ 
and audit. ; 
The course fee is £20 and applications, ` zi 
together with fee, should be sent to the — 
Society, Fountain Court, Steelhouse ` 
Lane, Birmingham B4 6EA. R 4 































ACASS IN AMSTERDAM | 


ACASS’s second visit to the Continent — 
this year takes place from Friday to ` 
Sunday of this week. Members of the ` 
ACASS Executive, together with repre- ` 
sentatives from UK students’ societies, KR 
will be the guests of the Dutch student f 
body, Vereniging van Accountancy- 
Studenten (VAS) in Amsterdam. k 
The object of the visit will be to ` 
attend the second meeting of the Euro- — 
pean Accountancy Students’ Study 
Group (EASSG) which comprises repre- 
sentatives of the Belgian, Danish, Dutch, _ 
French and Irish student bodies. One of — 
the main items on the agenda at a formal — 
meeting on Sunday will be discussion of ` k 
a paper submitted by Paul Hendrick, 
President of ACASS, on UK professional a 
examinations. 
The programme will also include a — 
visit to a UK accountancy firm in 
Amsterdam when informal talks will be 
given on opportunities within the EEC — 
for UK accountants and on harmoniza- _ 
tion of accounting standards. 5 
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Notes 


and 
Notices 





EK PROFESSIONAL NOTICES 


Courson & Co, Chartered Accountants 


of Scarborough, announce that Mr ALAN 


___‘TuRayes, A.C.A., was admitted to partner- 


~ ship on November rst, 1974. Mr ‘THRAVES 
has been a senior member of the staff 


© October 31st, 1974, from their United 
_ Kingdom and Belfast firms. 

-__Leecu Person Evans & Co, Chartered 
~ Accountants, of Coventry, announce with 


deep regret the death on Octeber 25th of 


— Mr James R. Tuompson. Mr THOMPSON 
was articled to the late Mr G. F. B. 


` Peso and became a partner of 
Epwarp ‘THomMas PERSON & SONS in 


1964. He subsequently became a partner 


of the present firm when EDWARD 
` Tuomas Prirson & Sons merged with 


_ Leecu Evans A Co in 1967. 


so) deta LS 


Turouanps Barton Maynew & Co 


announce that with effect from November 


Ist, 1974, the Sheffield office of the firm 


E bas been merged with that of HOWELL & 
_ Hansiwee. The partners in the new firm 
are Messrs P. C. Forses, D. F. Davis 


and A. C. SCHEELE, of ‘TURQUANDS 
Barton Mayuew & Co, and Messrs B. 
N. Brooks and J. D KIRKHAM, of 


— Howe yi & Hansipce. Mr A. C. SCHEELE 


has been the manager of the Sheffield 


office since it was opened in November 


1973. The combined practice will be 
carried on in the names of TURQUANDS 
` Barton Mayuew & Co and HOWELL & 
 HANBIDGE from 18 Claremont Crescent, 
_ Sheffield Gro 2TA. 


SUCCESS IN 


YOUR 
C.A. EXAMS 





TurQuANDS BARTON MayHEew & Co 
announce that they have opened an 
office in Luton, Bedfordshire, at 65-67 
Park Street, Luton. Mr R. K. Butson 
is the resident manager. 

Epmunp D Wu & Sons and 
Toucue Ross & Co announce that they 
have agreed to merge their practices with 
effect from April ist, 1975, and will 
thereafter practise under the style of 
Toucue Ross & Co. The firm will 
consist of the partners of 'ToucHE Ross 
& Co and Messrs S. A. WooLven, J. A. 
POIRRETTE, J. A. Napier and D. R. 
Brown, of EpMunp D WHITE & Sons. 
Mr J. A. NicHoison, who has been a 
partner of Epomunp D. WuiTE since 1933, 
will retire from practice on March 31st, 
1975. Pending the merger, the firms will 


act in close association. 


APPOINTMENTS 


Mr Christopher J. Bennett, A.C.C.A., 
has become district finance officer of the 
Sefton Area Health Authority — Northern 
District, Southport. 


Mr Desmond Brazier, F.C.A., has 


joined the board of Lyoms Maid as 
financial director. He was previously 
finance director of Lyons Bakery. 








Mr D. Brazier Mr G. E. Yallup 

Mr Geoffrey E. Yallup, F.c.a., cur- 
rently financial director of Berni Inns, 
has also been appointed commercial 
director of the company. 

Mr Patrick J. S. Cunningham, A.c.c.A., 
has been appointed financial controller 
and assistant managing director of Alucaps 
Italiana SPA, Pavia, Italy. 

Mr Maurice R. Everton, A.C.C.A., has 
become financial controller ef the Power 
Transmission Division, GEC Switchgear, 
Stafford. 


CITY PANEL DEPUTY RETIRES 


Mr B. J. Denington, M.C., F.c.1.s., Deputy 
Director-General of the City Panel on 
Take-overs and Mergers and head of the 
membership department of The Stock 
Exchange, retired on November st. 
Including war service with the Royal 
Artillery, he had been a member of the 
Exchange staff for 45 years. 


THE STOCK EXCHANGE 
Admission of Securities to Listing 
To meet substantial increases in the costs 
of publishing The Stock Exchange ‘Yellow 
Book’, the price is to be increased forth- 
with to £2:50 per copy, post free. This 
includes a loose-leaf updating service. 


MORE BANKRUPTCIES IN 1974 


Receiving orders and administration 
orders in bankruptcy made during the 
second quarter of 1974 totalled 1,314 — 
an increase of nearly 400 over the 
corresponding period of 1973 — according 
to official figures published recently. The 
total of such orders for the 12 months 
ending on June 3oth, 1974, was 4,511, in 
addition to 91 deeds of arrangement. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF NIGERIA 


Mr Julius A. Owoseni, F.C.A.(NIG.), 
F.C.C.A., has been elected President of the 
Institute of Chartered Accountants of 
Nigeria. Mr Owoseni is deputy general 
manager of BFN Ltd, a company asso- 
ciated with the United Dominions Trust 
Group; he was previously chief account- 
ant of the Nigerian Railways Corporation, 


MID-ESSEX GROUP OF 
CHARTERED ACCOUNTANTS 
The next meeting of the Mid-Essex 
Group of Chartered Accountants will be 
held on Thursday, November 14th, at 
7.30 for 8 p.m. at The Old Chelms- 
fordians Hall, Lawford Lane, Chelmsford, 
when Mr Paul de Voil, F.7.1.1., will 
speak on ‘Taxation trends and implica- 

tions’. 

There will be a charge of 25p, and 
members — who are invited to bring 
business associates as guests — should 
contact the group’s secretary, Mr D. M. 
Frost, A.C.A., Marconi-Elliott Avionic 
Systems Ltd, Christopher Martin Road, 
Basildon, Essex SS14 3EL. 


exams, and also in Banking, Book-keeping, Civil Service, Computer Pro 

Law, Local Government, Marketing, Chartered Secretari 

FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 
obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE 


Dept AH3, Tuition House, London SW19 4DS, Tel. 01-947 2211, 
Or for a Prospectus only ring 01-946 1102 (24-hour Recording Service). 
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Accountancy Tuition by the Metropolitan College for Examinations 


J.Dip.M.A., the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN 


MANAGEMENT INFORMATION 


The Joint Diploma in Management Accounting Services 
(promoted by the three Chartered Institutes and the 
A.A.C.A., l.C.M.A., and C.1.P.F.A.) is for the purpose of 
improving the standard of Management Accounting 
Services which the profession can give to industry and 
to provide a qualification for accountants in industry 
and those acting as consultants to industry, the posses- 
sion of which will indicate the holder is wholly qualified 
by experience and by examination in this field. The 
Certificate in Management Information (sponsored by 
The institute of Chartered Accountants in England and 
Wales and in Ireland) is for the purpose of encouraging 


i POST COUPON NOW! 


| Please send me without charge or obligation a copy of the College Accountancy Prospectus. 
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study in the increasingly important field of Business 
Administration and Organisation. 

The subjects of examination for the J.Dip.M.A. Part |, 
and C.M.I., for which the Metropolitan College provides 
expert postal tuition, are: Business Organisation and 
Administration, Design of Systems and Data Processing, 
Management Information and the Use of Analytical and 
Statistical Techniques, Financial Management and the 
Use of Accounting Information, J.Dip.M.A., Part Il 
examination comprises a thesis and a viva thereon and 
is open to candidates who have passed Part | examina- 
tion and have at least five years’ qualified experience. 
Those who qualify for the Diploma have the right to use 
the designatory letters J.Dip.M.A. 


B. Mendes, 
Aldermaston Court, Reading RG7 4PW. 


B.Sc.(Econ.), 
F.C.A., Department A1/45, Metropolitan College, 








Examinations are held annually, each October in London, 
Manchester, Glasgow, Belfast and Dublin. 





| FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS | 





Please write for full particulars to 

The Principal, B. Mendes, B.Sc.(Econ.), F.C.A., 
Department A1/45, Metropolitan College, Alder- 
maston Court, Reading RG7 4PW, or call at the 
Metropolitan College Advisory Office, c/o The 
Association of British Correspondence Colleges, 
4 Chiswell Street, London EC1Y 4UR. Tel. 
01-628 2721. 
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Career 
development 


Here at Binder Hamlyn 
Singleton Fabian we place 
the emphasis on you. 

It’s your career. Your 
development. 

And we make sure that you 
play an important part in that 
development. 

We can offer a wide range 
of post qualification experience 
—not just in the audit field, 
but in investigations, financial 
consultancy, taxation and 
insolvency —combined with 
a carefully planned career 


and 
you 


development programme, as 
part of which you prepare 
your own analysis of your 
performance on assignments 
and discuss it with your 
manager. 

But your career with us 
begins with our approach to 
auditing. We have developed 
a constructive approach and 
we expect our A.C.A’s 

To think 

To think positively 

And to think for themselves. 
To back up your practical 





experience we provide our 
own in-house training 
programme. 

Our aim is to enable you 
to enjoy the benefits of 
higher professional working 
standards, and a greater 
degree of job satisfaction. 

If you like the sound of our 
ideas, contact Martin Gairdner, 
who will be only too pleased 
to tell you more. 

Telephone: 01-353 3020 

or write to 

8 St. Bride Street, 

London, EC4A 4DA. 





151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Budgetary Half-Measures 


‘| HAVE struck a balance which I dare say will satisfy 
nobody completely’ observed Mr Healey as he brought 
his go-minute address to a close on Tuesday. ‘But’, he 
continued, ‘I believe that in our present situation it pro- 
vides a sound foundation for that fundamental recon- 
struction of our economy which we need’. 

It is difficult to square the Chancellor’s belief with the 
proposals he laid before the House for dealing with the 
problems of the UK economy as set out at the opening of 
his address: the need for ‘correcting major structural 
weaknesses in the economy, and ‘to make the best and 
fullest use of the human and material resources we have 
available’. The first requirement, he declared, was to 
‘shift resources into exports and investment’; the second to 
‘limit the growth of public sector expenditure’ and lastly, 
the need to restrict pay increases to the growth in 
productivity. 

According to the Chancellor, the Budget proposals con- 
stitute the opening stages of a four-year plan to restore the 
fortunes of the UK economy by which time, it is hoped, 
North Sea oil will be making some — but not as large as is 
sometimes believed — contribution to the external payments 
account. To the extent that this policy requires the ad- 
justment of living standards to the adverse movement in 
the terms of trade, i.e. the higher cost of imports and, 
more especially, the absence of significant growth in the 
gross domestic product, two courses of action are open to 
any Chancellor. 

The first is to tax the private sector to the point at which 
its total claims are reduced to match available resources, 
ensuring at the same time that the governmental sector 
does not absorb those savings. The alternative is to allow 
Prices to rise so that the real incomes of households and 
businesses are reduced. 

The former policy would be practicable if the weight 
of direct taxation in Britain was not so high and the 
electorate were prepared to accept a major increase in 
outlay taxes to cut their living standards. It is not surprising 
that bigher taxes play no significant role in Mr Healey’s 
proposals. 


1874-1974 
CENTENARY 
YEAR ` 


ACCOUNTANT 


NOVEMBER 14th, 1974 





The second policy of cutting living standards is feasible 
only if wage and salary earners are prepared to watch the 
cost of living rise without seeking compensating increases 
in their pay. Mr Healey observed that, during the next 
twelve months, import prices would probably make less and 
less contribution to the inflationary pressure within the 
economy. On the other hand, the ‘most important single 
factor in determining the rate of inflation will then be the 
rate at which earnings rise. If settlements can be confined 
to what is needed to cover the increase in the cost of living 
[and this means pre-tax pay awards] we can reasonably 
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i 
er 
E expect to see a decrease in the rate of inflation in the 
` coming year’, 
g No one will dissent from these propositions. What is in 
` doubt, to put it no stronger, is the likelihood of the social 
contract effecting the measure of restraint which the 
_ Prime Minister on the previous evening at the Guildhall, 
_ and now Mr Healey in the House, emphasized was needed. 
Until Mr Healey announced his proposals, there might 
still have been some members of the public who could 
honestly have believed that the social contract would work. 
Unfortunately, what the Chancellor’s proposals add up 
to is a significant increase in the cost of living whereby any 
- growth in real living standards will be held in check; that 
is, for those employees who do not possess the industrial 
_ power to demand that their terms be met. He emphasized 
that ‘if wages rise beyond the limits set by the TUC [in 
itself hardly a policy for ensuring price stability], the 
Government will be compelled to take off-setting steps to 
curtail demand’. Apart from the express warning that such 
` policies would lead to unemployment, Mr Healey did 
nothing to demonstrate either what is meant by ‘off- 
setting steps’ or, more important, offer any evidence to 
suggest. that the present Government would display 
` greater political courage in this respect than any previous 
_ administration since the war. The only sense in which Mr 
- Healey’s threat can have any meaning is that, if inflation 
continues to roar ahead, then a major collapse in the 
- economy is inevitable. 
l When all this is said, it is clearly necessary merely to list 
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Tor the record the principal measures which Mr Healey has 
` proposed. To reinforce the logic of the above thesis, one 
need only consider what the impact on domestic fuel bills 
is likely to be when the deficits of the coal, gas and elec- 
tricity industry are no longer to be financed by the Ex- 
` chequer — not to mention transport and postal services. 
The proposal to increase as from next April the rate of 
State pensions by {1°60 and {2:50 to {11°60 and £1850 
= for single and married pensioners, as well as the family 
allowances, is in itself tacit recognition of the need to 
assist the poorer sections of the community to survive the 
impact of rising living costs. 
s The same comment applies to the increase in the age 
| allowance for income tax. A single person of 65 or over will 
_ now receive an allowance of £950; the married allowance 
will be £1,425. All elderly people with incomes of £3,000 
or less will receive the new allowance and thus enjoy the 
i _ benefit of tax exemption on the first £18-25 of weekly in- 
` come if single, or £27140 if married. In the light of the 
` Chancellor’s economic policy measures, it is hardly sur- 
| prising that he should assure the elderly that there will be a 
| further review of pension rates at the end of 1975. 
E The efficiency of the social contract apart, main interest 
` in the pre-Budget discussion turned on the measures re- 
quired if corporate liquidity and profitability were to be 
increased, and the potential rate of liquidations and bank- 
ruptcies checked. In the event, Mr Healey seems to have 
paid more heed to the TUC warning about the dangers of 
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giving industry unduly large hand-outs, than to ensuring 
that industry could both meet its rising costs and offer a 
reasonable rate of return on new investment. 

To this end, the Chancellor announced several measures. 
First, and perhaps most important, he reduced the present 
50 per cent rate of productivity deduction to 20 per cent for 
firms with an ‘average’ proportion of labour costs. Addition- 
ally, companies will be permitted to recoup in increased 
prices over a year up to 17} per cent of the cost of their 
investment during that year. Finally, there will be some 
modification of the impact of current restrictions on profit 
margins which have, in some cases, been reduced well 
below the April 1973 levels. i 

The much-publicised question of the tax treatment of 
stock appreciation has been resolved — indeed, if that is 
the term — by offering companies the right to reduce the 
closing value of their stock and work in progress for ac- 
counting periods ending in 1973—74 by the amount by 
which the increase in the book value of stocks exceeds 10 
per cent of trading profits. In other words, the maximum 
profit from stock appreciation liable to tax will be limited 
to 10 per cent of trading profits. 

It is just possible that Mr Healey may have more to 
offer such companies in the future, since he noted that the 
need for relief in 1975—76 ‘may be even greater in view of 
the abnormal stock appreciation arising in this year’s 
profits’. Likewise, while the new relief is restricted to 
companies with at least £25,000 of closing stocks, the 
Chancellor has indicated that next year’s relief will apply 
to individual traders and partnerships and will cover two 
years’ trading. 

The increasing problem of corporate liquidity has not 
been met, as many had hoped, by either a deferment or 
reduction of corporation tax, or the ACT supplement. 
Instead, the prospect of increased profitability of the order 
of £800 million from changes in the Price Code, together 
with a corresponding increase in liquidity due to the 
changes in taxing companies, makes the Chancellor hopeful 
that companies will have less difficulty in reassuring bank 
managers that they are creditworthy. Presumably for those 
who are not so successful, a further £1,000 million will 
be available over the next two years from Finance for ` 
Industry, assisted by the banks encouraged by the Treasury 
and the Bank of England. 

The decision to reduce the £1,000 million of subsidies 
to the nationalised industries is economically justifiable, _ 
as is the Chancellor’s request to local authorities to restrain 
their rate demands. Both these measures are overdue, as 
is the tardy, but probably inadequate for its purpose, in- 
crease in the rate of VAT on petrol. 

In sum, after the biggest ‘build-up’ in years, and pre- 
paring the electorate for the worst, yet another Government 
has let go the opportunity to try to deal with the funda- 
mental weaknesses of the British economy. It is pointless 
for politicians to assert that strong, unpleasant measures 
are out; ultimately they will be unavoidable. It is, after all, 
the first function of an elected government to govern. 
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Accountancy Bodies 
Adopt More Positive Role 


yo positive stance on political 
issues may be expected in the 
future from the recognized UK ac- 
countancy bodies. While the several 
Councils concerned have declared their 
intention of avoiding anything that 
might be regarded as a partisan 
approach, it can no longer be re- 
garded as helpful or realistic for the 
profession to withhold its views on 
strategic issues which happen to be the 
subject of political debate. 

Following last week’s representa- 
tions to the Prime Minister on the 
need for urgent action to resolve 
‘industry’s cash flow crisis the Con- 
sultative Committee of Accountancy 
Bodies has addressed a memorandum 
— officially described as ‘unusually 
trenchant’ — to the Chairman of the 
Board of Inland Revenue on the 
shortcomings of the Government’s 
capital transfer tax proposals. Apart 
from the mischief inevitably attending 
retrospective legislation, the lack of 
argument in favour of the new tax in 
the Government’s White Paper (Cmnd 
5705) is regarded by the CCAB as ‘a 
serious omission in introducing yet a 
further tax revolution which is likely 
to throw immense new burdens both 
on the Revenue and on taxpayers’ 
professional advisers.’ 

Other specific objections to the new 
tax are that the threshold of £15,000 
has been set unrealistically low, and 
the projected rates are ‘far too high’. 
The lack of relief for consanguinity, 
or of regard for the taxable capacity 
of the beneficiary rather than the 
donor, together increase the risk of the 
tax being directly responsible for the 
break-up of family firms and busines- 
ses. The accountants also consider 
that the various rates and exemption 
limits should be subject to automatic 
indexation, to give ‘some protection 
against the corrosive effect of in- 
flation.’ 

CCAB has also expressed to the 
Secretary of State for Social Services 
its serious concern at the apparent 
inequity to be suffered by the self- 
employed in comparison with em- 


ployees, particularly as a result of the 
new earnings-related Class 4 con- 
tributions payable under the Social 
Security Amendment Bill. Compari- 
sons drawn by Government speakers 
between employed and self-employed 
national insurance contribution rates, 
it is pointed out, fail to take into 
account that an employer’s proportion 
of national insurance contributions is 
an allowable deduction from profits 
for tax purposes. 

Speaking against the Bill (which 
received its second Commons reading 
on November 6th), one of the ac- 
countants’ group of MPs, Mr R. S. 
Wainwright, M.A., F.c.A. (Colne Valley, 
Lib.) forecast that the new contribu- 
tion would be levied on figures which 
were ‘not really profits, but simply the 
results of inflation’, and that many of 
the self-employed would spend 
valuable hours in devising ‘artificial 





Profit Statements EE: 
and Liquid Resources 4 


E Neicht? of a company’s 
liquid resources should be made 
an obligatory feature of companies’ 
preliminary profit announcements, Mr 
G. H. Rees, F.C.C.A., F.C.1.S., President 
of The Association of Certified Ac- 
countants, said recently. Addressing 
members of the Association’s South 
Wales district society, the President 
called for amendment of the Stock 
Exchange rules to cover this point. 
There is at present no specific 
requirement to report liquid resources, 
though the rules do call for ‘any 
supplementary information which in 
the opinion of the directors is necessary 
for a reasonable appreciation of the 
results’. Unless all relevant informa- 
tion is made available at the time of the 
preliminary announcement, inaccurate 
assessment of a company’s perfor- 
mance may be followed by undesirable 
fluctuations in the price of its shares. 
Publication of the ASSC’s latest 






but perfectly legal arrangements. to. 
avoid a burden that is obviously and i 
manifestly unfair.’ 
The professions increasing přo- ` 
spective involvement in the political ` 
arena is seen by CCAB spokesmen not 
as a lobby, but as participation by 
people with a particular technical and 
professional view to express on various 
matters. Consultation between the ` 
profession and government repre- — 
sentatives and departments in the — 
past, it has been pointed out, has ~ 
enabled a number of anomalies and 
unintended effects to be eliminated =~ 
from legislation. 





Relieving the 229 
Auditor's Liability E 


HE ‘open-ended’ liability of 

auditors is a source of continuing 
concern to the recognized professional — 
bodies. Previous approaches to govern- 
ment appear not to have resolved the 
underlying difficulties, and further — 
high-level representations are in 
progress. E 

This unlimited liability arises in two ` 7 
ways: first, in consequence of section 


exposure draft ED13 ‘Source and 
application of funds’ (The Accountant, 
April 25th) would lead, in Mr Rees’s 
view, to the reporting of movements 





in funds as an integral part of company 
accounts. It would be useful and 
realistic, he said, if the Stock Exchange 
were to follow the same path, and 
make it a requirement to state liquid 
resources in all preliminary profits 
announcements. Be 












‘161 (2) (c) of the Companies Act 1948, 
which prohibits auditing by bodies 


corporate; and secondly from section 


= 205 (re-enacting section 152 of the 


Companies Act 1929), under which any 
purported indemnity of an auditor by 
the company is rendered void. Prior to 
the disclosures in the City Equitable 
Fire Insurance Co case in 1924, such 
indemnities, against the consequences 


of acts not amounting to wilful de- 


fault, were commonplace in com- 
panies’ articles. However, in the 
circumstances of that case the in- 
demnity worked substantial injustice 
to the company’s creditors. 

While there is nothing in law to 


` prevent an auditor from stipulating 
_ for some contractual limitation of his 


liability in the initial letter of engage- 


` ment, this is a course which few firms 


are likely to adopt. Suggestions have 


been heard that the auditor should 


nonetheless be able to see some 
overriding limit to his potential lia- 
bilities in any particular case — 


possibly expressed as a multiple of the 


audit fee. 





The distinguished Indonesian account- 
ants who, as noted in The Accountant of 
= October 31st, recently visited the United 
Kingdom on a three-week study tour, were 


entertained before their return home last 
week by the Institute of Chartered Account- 
ants at Moorgate Place, London. 
Photographed in the Members’ Library at 
Chartered Accountants’ Hall with Mr J. A, 
Williams, M.A. Under-Secretary, Overseas 
Relations (/eft) are Dr S. Supoyo, of the 


University of Airlanga; Dr M. H. Regan, 
University of North Sumatra; and Dr 
Soebagjo, Secretary of the Indonesian 


Institute of Accountants. 

The Indonesian visitors were also received 
at the Bedford Square headquarters of The 
Association of Certified Accountants by the 


_ President, Mr G. H Rees, F.C.C.A., F.C.I.S. 
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Index-Linked Subs for 
ICA Members? 
OSSIBLE index-linking of mem- 


bers’ subscriptions is under active 
consideration by the Council of The 
Institute of Chartered Accountants in 
England and Wales. As forecast by the 
President, Mr K. J. Sharp, T.D., M.A., 
F.C.A., ‘so long as inflation continues at 
present levels, annual imcreases [in 
subscriptions] will be inevitable’ (The 
Accountant, September 5th). 

The Council is knowm to favour 
indexation as a preferable alternative 
to the present cumbersome and costly 
procedure of amending the bye-laws 
on the occasion of each subscription 
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increase. Though members refused in 
1973 to sanction a proposal which 
would have allowed the Council to 
increase subscriptions by up to 50 per 
cent, it is hoped that they would 
respond more sympathetically to a 
proposal linked specifically to changes 
in the purchasing power of money; 
moreover, the practice of index- 
linking is better understood and more 
widely used today than was the caes 
18 months ago. 

Absence of further official informa- 
tion at this stage suggests that a 
number of the problems inherent in 
such a proposal, including the choice 
of an appropriate index, have yet to be 
resolved. 





Financial Statements under Review 


VIDENCE and views ‘from a very 

wide spectrum, both in and outside 
the profession’ are invited by the 
Accounting Standards Steering Com- 
mittee as part of its project to re- 
examine the scope and aims of pub- 
lished financial reports. This project, 
entrusted to an ASSC werking party 
under the chairmanship of Mr D. A. 
Boothman, F.C.A., is to have ‘the 
highest priority as an essential back- 
ground to the whole field of account- 
ing standards’, A member of the 
Council of the English Institute, Mr 
Boothman is a partner im the Man- 
chester office of Binder, Hamlyn, 
Singleton, Fabian. 

The ASSC, in its early days, came 
under some criticism for launching its 
programme of exposure drafts and 
standards on an empirical basis with- 
out first defining an underlying con- 
ceptual theory of accounting; but it 
was authoritatively denied last week 
that appointment of the working party 
represented a belated conversion to 
this point of view. The study of 
financial statement objectives, it was 
stated, had been firmly written into 
the ASSC’s programme from the 
beginning, but it would not have been 
practicable to defer all other work — 
in areas where there had been an 
urgent need for definitive standards of 
practice — meanwhile. For the same 
reason, it should not be assumed that 
the ASSC is to shelve other items on 
its agenda pending the Boothman 
report, expected in mid-1975. 

Answering the point that present 


reporting requirements are controlled 
to a significant extent by legislation, 
an ASSC spokesman told The Ac- 
countant it was ‘early days to guess 
how this will develop’. 

The 1975 report, he said, would be 
only the first of a series of changes in 
the approach to financial statements, 
and at this point the committee was not 
looking further ahead at the shape of 
things that it would like to see — 
though there were hopes of ‘a 
significant consensus of opinion’ in 
advance of any legislative changes. 

Included in the working party’s 
terms of reference are identification 
of the persons or groups for whom 
published financial reports should be 
prepared; the information appropriate 
to their interests; and the most suit- 
able means of measuring and reporting 
the economic position, performance 
and prospects of undertakings for 
these purposes. Impending publica- 
tion of the report of the Sandilands 
Committee on inflation in the ac- 
counts of companies — now variously 
forecast between March and June 
1975 — is not seen as a cause of any 
obvious difficulty in the ASSC’s 
review. 

The working party is to be backed 
up by the International Cent, for 
Research in Accounting at Lancaster 
University under Professor Edward. 
Stamp. The Centre will carry out 
original investigations as well as 
exploration of the wider range of 
material on the subject already pub- 
lished. 
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Help them turn their income tax 


into a pension. 
‘Tell them how we turn their Income Tax into a pension 


The contributions paid to Time 
Assurance for a Pension Bond will 
have the same effect on their tax 
assessment as a business expense. 
The full amount of the contribution is 
deducted from earned income before 
tax is assessed and they, therefore, 
receive tax relief on it at the highest 
rate of tax paid. In addition Time 
Assurance invests the contributions 
in a fund, which is totally tax-free to 
provide pensions at retirement. 







Amount of pension (to nearest £) for men retiring at 65 paying a 
premium of £100 a year from different ages of entry including 
estimated bonuses based upon current rates. 












Pension at age 65 Cash option at age 65 
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If you select age 65 as your retirement age then the figure shown in 
column 3 is the pension which will commence on your 65th birthday. 
The figures in the final 2 columns show the tax-free lump sum and revised 
pension at present rates, if you choose to commute part of your normal 
pension for cash. 








Example: A man aged 40 next birthday, saving £300 annually 
for a Pension Bond, can now receive an increased pension of 
£3,511 on retirement, and continue receiving this sum annually 
for life. Or he could take a tax-free lump sum of £7,818 and an 
annual pension of £2,606. 


Other Benefits 

At retirement there are many options open to them. They have 
the choice of a HIGH FLAT RATE pension or a DYNAMIC pension 
(increasing every year throughout lifetime). They may elect to 
include their wife as joint pensioner. They may take a TAX 

FREE cash sum, in which case the pension would be reduced, 


How safe is the Investment? 

Funds exceed £10,000,000 and are invested in Fixed Interest 
Stocks (largely British Government Long Dated Stocks). There 
are no investments in Equities or Property. 


Benefits for your clients and you 

Bigger starting pensions—plus tax relief and many other bene- 
fits for your clients—and a realistic commission for you. This is 
what it means when you recommend Time Assurance Personal 
Pension Bonds. Return the coupon now for details and a full 
set of rates for men and women at all ages. 


l TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London EC2R 6EL. Telephone: 01-628 7546/7. 


Manchester Office : Blackfriars House, The Parsonage, Manchester M3 2JJ. 
Telephone : 061-624 7299/061-624 9955. 


Scottish Office : 6 York Place, Edinburgh EH1 3EP. Telephone: 031-556 3895. 
Please register me/us as Agent(s) of Time Assurance Society, and send 
a supply of Pension Bond literature. 
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3 BARCLAYS BANK LIM? rep 
|) BARCLAYS 35 Staton Road 


London, SW4 TUF 
Telephone : 622 17430 


23 September 1974 


E.P, Thompson, Esg., 
Director, 
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Netherlands Survey 
of Published Accounts 


OLLOWING the introduction of 
T the Netherlands Annual Accounts 
Act 1970, the Nederlands Instituut 
van Registeraccountants (NIvRA) has 
recently published a survey of the 
annual accounts of 129 companies 
quoted on the Amsterdam Stock 
Exchange. The results, based on 
annual accounts for 1971, not only 
show in which manner the require- 
ments of the Act have been followed, 
but also provide data on additional 
information, which will be helpful to 
the work of the joint committees on 
financial reporting of employers, trade 
unions and accountants (The Account- 
ant, May 1oth, 1973). 

Replacement value is used by 28 
of the survey companies as a basis of 
valuation and/or depreciation of fixed 
assets. Generally, the application of 
replacement value is most frequent 
among larger enterprises. 108 reports 
include information about company 
prospects, and forecasts of future 
results. 

Separate information on segments, 
divisions and/or major subsidiaries is 
provided in 80 per cent of reports. 

Copies of the survey (Dutch 
language text only) are available from 
NIvRA, Mensinge 2, Amsterdam- 
to11, Holland; price Fls. 10-00. The 
Institute hopes to make this survey an 
annual event. 


Financing the 
Smaller Business 


MALLER businesses’ requests for 

bank finance may fail for a number 
of reasons, according to Mr Michael 
Clipsham, head of the Midland Bank’s 
finance management service. These 
include ‘lack of preparations, over- 
optimistic forecasts, vague information, 
under-estimation of the amount need- 
ed, superfluous detail, absence of vital 
data, and even audacious requests 
totally unsupported by facts and 
figures’. 

Writing recently in Trade and 
Industry, Mr Clipsham mentions the 
banker’s traditional mnemonic PARSER 
for assessing proposals — purpose, 
amount, repayment, security, ex- 
pediency and rate. It is no part of the 
clearing bankers’ function, he says, 
to provide risk capital; they expect 


acceptable security, with proper pro- 
vision being made for repayment of 
both capital and interest. This, of 
course, argues the necessity of an 
acceptable system of financial planning 
and control. 

Small firm managements are likely 
to require help in the presentation of 
their case for finance, and should not 
hesitate to seek it from their bankers, 
accountants or solicitors. Lack of 
forethought and poor presentation can 
jeopardize an otherwise worthy appli- 
cation for funds. 


FASB Exposure Draft 
on Contingencies 


ONTINGENT losses form the 
subject of the latest exposure draft 
of the Financial Accounting Standards 
Board in the USA. Such contingencies, 
it is suggested, ‘should be accrued by 
a charge to income when, but not 
before, all of the following conditions 
have been met: 
‘(1) Information available at the date 
of the financial statements indi- 
cates that it is probable that an 





asset has been impaired or a 
liability has been incurred; 
‘(2) One or more events are reasonably 


expected to occur that will confirm — 
the fact and amount of the loss; ` 


and 
(3) The amount of the loss can be 
reasonably estimated.’ 


‘Loss contingencies’ identified in 


the exposure draft include the threat- _ 


ened expropriation of assets; pending 
litigation; actual or possible claims 
and assessments; and guarantees of 
third-party indebtedness. If such a 
contingency exists but conditions for 
accrual are not met, the 
favours disclosure ‘when there is a 
reasonable possibility that a loss may 
be incurred. The disclosure shall 
indicate the nature of the contingency 
and give. an estimate of the possible 
range of loss, or state that an estimate 
cannot be made.’ 

Copies of the exposure draft, which 
remains open for comment until 
December 16th, are available free of 
charge ‘in reasonable quantities’ from 
the FASB’s headquarters at High 
Ridge Park, Stamford, Connecticut 
06905, USA. 


Heavier Local Spending Forecast 


VEN at November 1973 prices, a 

massive {£3,263 million will be 
spent by local authorities on education 
during 1974-75. This is one of the 
figures likely to cause concern, 
revealed in Education Statistics, one 
of a new series of local government 
statistics published by The Chartered 
Institute of Public Finance and 
Accountancy. 

For many years, CIPFA and the 
Society of County Treasurers have 
published a widely recognized series 
of statistics on a range of local gov- 
ernment services, based on- actual 
expenditure. In order to provide up-to- 
date information on the activities of 
the new local authorities which took 
over on April 1st, 1974, it was decided 
to launch a new series of statistics 
based on the current year’s estimates. 

Returns containing 1974-75 data 
have been published for police force, 
fire services and education; returns 
for personal social services and public 
libraries will be published shortly. To 
facilitate comparisons, a common price 


level as at the end of November 1973 d 


has been adopted. 

The education service accounts for 
half of local annual revenue expendi- 
ture and the new statistics, showing 
details for the 104 new local education 
authorities, indicate that expenditure, 
even at November 1973 prices, will be 
25 per cent up on 1972—73. Increases 


in costs since last November mean that — 
the actual expenditure in 1974~75 will ` 


be even higher. 

The effect of raising the school-leav- 
ing age is clearly seen; in two years the 
number of primary pupils has in- 
creased by less than 1 per cent, but 
the number of secondary pupils has 
increased by 14 per cent. The total 
number of pupils at January 31st, 
1975, is estimated at more than 9 
million. 


Copies of Education Statistics (price — 


£1), Police Force Statistics and Fire 
Service Statistics (5op each) are avail- 
able from the Secretary, CIPFA, 1 
Buckingham Place, London SW1E 
6HS. 
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International Standards 
Endorsed by 
Stock Exchange 


ot support’ for the objectives 
of the International Accounting 
Standards Committee (The Account- 
ant, July 5th) has been declared by 
the Council of The Stock Exchange. 

Under the terms of a recent state- 
ment issued by the Exchange, if the 
accounts of listed companies incor- 
porated outside the UK and Ireland 
do not comply with appropriate inter- 
national standards, the auditors’ report 
should state the extent of non-com- 
pliance, or draw attention to the 
relevant disclosure if this appears in 
the accounts themselves. 


A Century Ago 
The Accountant 
NOVEMBER, 1874 


Insolvency of an insurance company 


From the affidavit of the liquidators 
of the English Widows’ Fund, it 
appeared that that company was 
wound up as far back as 1863, and up 
to the present time no call had been 
made. Several annuitants having now 
made claims against the company, it 
was necessary to make calls, in order 
to meet the sum of £5,937 18s. 7d., but 
as only about £200 was anticipated to 
be received from a certain portion of 
the contributories, another call of £4 
per share was rendered indispensable. 

Great opposition was made to this. 
An objection was put in by one con- 
tributory on account of eleven years 
having passed, but without avail. 
Another contributory’s case was per- 
mitted to stand over, on account of his 
connection with the British Nation, 
the winding-up of which, he stated, 
had reduced his circumstances to nil. 
A Mrs. Gilbert endeavoured to obtain 
exemption, on the ground of her 
having distributed the estate of her 
late husband, who was the holder of 
the shares for the call upon which she 
was now to be made liable, but 
notwithstanding her statement that 
she had lost heavily by the Albert and 
European Companies, the assessor, 
although condoling with her mis- 
fortune, retained her name on the list. 
Mr. John Young (the liquidator) 
promised to give her case his best 
consideration. 
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was recently presented to Mr Oscar Gellein, of Madison, New Jersey, and Mr Martin L. Stone, 
of Denver (The Accountant, October 24th). They are pictured here, Mr Stone, a Past President 
of the AICPA on the right, with Mr Samuel Derieux (centre), whose term of office as Chairman of 
the Institute’s Council concluded at the annual meeting reported in last week's issue. 


Oil Profit Mirage 


€ Bag Royal Dutch/Shell oil group 
reports third quarter 1974 profits 
at £304 million and nine months’ 
profits at £872 million, against 1973 
equivalents of £167 million and £424 
million — and goes to considerable 
pains to emphasize that the size of the 
rise in profits is a stock profit mirage. 

‘It is insufficiently appreciated’, 
Royal Dutch/Shell’s quarterly report 
states, ‘that the generally accepted 
accounting principles used to calculate 
these results have progressively less 
validity. The principles only hold 
good in times of relative price stability 
and ‘their application in present condi- 
tions of spiralling costs, especially in 
the oil industry, distorts substantially 
the underlying realities.’ 

In a continuing business, the report 
insists, profits used in replacing stocks 
at higher cost should not be viewed as 
current profits — and yet for tax and 
other purposes they are treated as if 
they had been realized. To show the 
magnitude of the problem, the group 
states that while physical stocks of oil 
held outside North America at the 
end of the third quarter were about 
the same as 12 months earlier, their 
cost was {1,200 million higher or 
three times the earlier figure. 

OPEC increases applicable to the 


fourth quarter will impose an addi- 
tional stock cost of {100 million. 
There is therefore a continuing stock 
profit problem. That apart, con- 
ventional accounting principles in 
times of inflation “exaggerate not only 
the profits, by inadequate depreciation 
provisions, but also the return on 
capital by understatement of the 
current value of the capital employed’. 

Outside North America, Royal 
Dutch/Shell’s third quarter margin 
on oil trading was around $1 per 
barrel, a reduction of 15 cents on the 
first half. But on the third quarter’s 
replacement cost basis the margin was 
only 50 cents a barrel — the remaining 
50 cents arising from unrealized stock 
appreciation. Increases in the cost of 
crude oil imposed by producing 
countries from the beginning of Octo- 
ber plus overall cost inflation will 
completely absorb the oil trading 
margin unless prices in the market- 
place are allowed to respond to rising 
costs. 


Professional Advertising 
‘Not in Public Interest’ 
CCOUNTANTS are already in a 
situation of ‘substantial competi- 
tion’ at both national and local level, 
according to the Council of The 
Institute of Chartered Accountants in 


DEER, 










England and Wales. Clients can and 
do change their professional advisers 
with freedom, and the Council sees 
no evidence of any general lack of 
knowledge which could be corrected 
by informative advertising. 

In thus confirming its decision on 
the report of the Ethics Committee 
last year (The Accountant, October 
18th, 1973), the Council has informed 
the Monopolies Commission of its 
opinion that to permit advertising by 
firms of accountants would not be in 
the best interests of either the com- 
munity or the profession. 


First International 
Accounting Standard 
Approved 


UOTED companies in more than 

30 countries throughout the world 
will have to disclose ‘significant ac- 
counting policies’ which have been 
adopted in preparation of their annual 
financial statements. This follows the 
approval of the first definitive inter- 
national standard of accounting prac- 
tice, ‘IAS 1’, at the International 
Accounting Standards Committee’s 
recent meeting in London. 


The committee also approved for 


publication A Preface to Statements of a 


International Accounting Standards, 
setting forth the purpose of inter- 
national standards and the authority 


attaching to them. Both documents, it 7 


has been confirmed, are to be pub- 
lished in January 1975. 
The total number of founder and 


associate members of the IASC has | 


been increased to 31 by the admission 


of recognized accountancy bodies in 


Greece, Pakistan, and Trinidad and 
Tobago. 





THIS IS MY LIFE 


La Donna E Mobile 


by An Industrious Accountant 


HE office manager beckoned to me with frantic but 

surreptitious handwaving, so I joined him hastily on the 
landing. His shaking finger indicated Blossom, our new 
typing-pool supervisor, waiting at the lift shaft. ‘She’s 
disgraceful’, he hissed; ‘we’ll have to suspend ber im- 
mediately |’ 

Supervisors needn’t wear staff overalls, and Blossom 
had taken full advantage of the opportunity. Her smart 
white trouser-suit was fringed in scarlet, à la Buffalo Bill, 
on shoulders, seams and pockets, and she seemed unaware 
of the heads turning appreciatively. It was hard to defuse 
my electrified colleague with reminders that we’d survived 
the shock of beards and minis already. Did he want to 
precipitate an office staff walk-out, followed by legal action 
based on unfair dismissal and defamation of character? 

He was still breathing deeply with frustrated propriety 
when another femme fatale, this time an ancient enemy, 
approached. The deputy-chairman’s wife, arrogant and 
hard-eyed as ever, was beckoning to us from the nearby 
stairhead. 

This particular representative of overbearing snobbery 
is notorious for the fact that in public, be it in street or 
theatre or party, she systematically snubs any and every 
member of our staff unlucky enough to cross her path, 
irrespective of previous store meetings. She is lethal in 
defence of her cherished exclusiveness; she wrecked her 
son’s romance, for example, and ensured Trevor’s black- 
balling from the golf club. Worse still, she recently cut dead 
the OM and his wife when they greeted her in a crowded 
restaurant. 

The insult rankled still. Tight-lipped, head high, the 
OM deliberately walked past her, heedless of her briskly 
patronizing ‘good morning’. 

Fortunately, I’d never crossed swords with the lady so I 
joined her readily, in time to receive the intimidating impact 


of the basilisk glare just removed from my colleague’s 
receding back. A rescue operation was clearly necessary, but 
my mind went blank. An equally blank but well-meaning 
expression, plus a silent prayer for guidance, was all I 
could muster. 

She wasted no time. Her chin was set, her eyes flashing. 
“Your clerk has forgotten his manners’, she said, continuing 
with a promise to see her husband about cutting out the 
new guttersnipe element in the store. ‘But he thinks you 
don’t know him; you didn’t recognize him in the Imperial’, 
I protested, maintaining with an effort the profession’s 
impeccable courtesy beyond the call of duty. 

For a moment I thought she’d flay me alive; but instead 
she faltered, and turned away abruptly to stand looking 
down the stairs. Her face had gone quite white and she 
seemed oddly old through the blue smoke-cloud of her 
cigarette. It was in the Imperial, I suddenly recalled, that 


D 


her son had been arrested years ago... Then she departed, ` 


wordless. 
We haven’t had any repercussions since. 


So IN 






ALLS 





$ < Technician Body’s 
E Student Intake 


PPLICATIONS for student 
membership of the Institute of 
-Accounting Staff, inaugurated earlier 
= this year (The Accountant, June 13th) 
have already topped the 7oo mark. 
_ They include, according to the In- 
stitute, ‘a substantial number’ holding 
` Senior or supervisory posts. 
SS. Candidates in the age group ‘21 and 
over’ account for 78 per cent of all 
i ) applications to date, suggesting that 
_ IAS membership is seen as a potential 
a ? advantage by some older men whose 
= career opportunities are at present 
e limited by the lack of recognized 
_ qualifications. Almost one-quarter of 
all applications come from women, 
including married women whose 
y = families are now grown up and who are 
___using the IAS to prepare for a return 
to full-time employment. 
` "The basic minimum educational 
requirement for IAS students is four 
‘QO’ levels or the equivalent, though 
= this may be waived for mature 
candidates over 21 years of age with 
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suitable background and experience. 
The IAS is also prepared to recognize, 
as qualifying for exemptions, success 
in the intermediate examinations of the 
recognized bodies of acceuntants, or 
possession of the ONC or OND in 
business studies. 


ICSA’s Role As 
‘Administrative 
Watchdog’ 


IMULTANEOUSLY with the 
prospect of a more active political 
role for the accountancy profession, 
the Institute of Chartered Secretaries 
and Administrators has announced its 
intention of pursuing a ‘watchdog’ role 
on the Government’s legislative pro- 
gramme. Advice will be offered to 
government by the Institute’s Council 
‘if and when we detect signs of poten- 
tial administrative chaos’, particularly 
on proposals for nationalization. 
Addressing members of the In- 


_stitute’s Liverpool Branch at their 


annual dinner last week, the senior 
Vice-President of the Institute, Mr 


` Second Jerusalem Congress 


2 on Accountancy 


` Contributions by UK Accountants 


S CIENTISTS and professional people 
k- had, on the whole, a better record in 
` international co-operation than did politi- 
= cians, according to the President of 
E: gr His Excellency Professor Ephraim 
— Katzir. Welcoming delegates to the 
< second Jerusalem Congress on Ac- 
-_ countancy, organized from October 28th 
2 x _ to 3rst, by the Institute of Certified Public 
E Accountants in Israel, His Excellency 
B said: ‘Without ethics and morals, things 
"` will not work any more in the twentieth 
_ century’. 
d The opening ceremony at Binyanei 
-  _Ha’ooma in Jerusalem was marked by 
_ inaugural addresses from Mr Nahum 
= Friedkes, c.p.a., President of the Institute 
i of Certified Public Accountants in Israel; 
` Mr Morris Kanne, c.P.a., Chairman of the 
' Organizing Committee; ‘and Mr George 
© H. Rees, F.C.C.A., F.C.18., President of 
| the Association of Certified Accountants. 
Mr Rees was accompanied by a strong 


supporting team including Mr J. P. 
Landau, F.C.C.A., a Past-President of the 
Association; Mr H. Hill, F.c.c.A., Vice- 
President; Mr K. C. Peters, F.C.C.A., 
Professor J. R. Small, B.sc.(ECON.), 
F.C.C.A., J.DIP.M.A., and Mr R. S. Waldron, 
F.C.A., F.C.C.A., members of Council of 
the Association; and Mr W. Hyde, 
F.C.C.A., F.C.M.A., a Council member of 
The Institute of Cost and Management 
Accountants and a member of the 
ASSC. 

Professor Small, Mr Hyde and Mr 
Waldron each presented a national paper 
on behalf of the United Kingdom and, in 
addition, Professor Small acted as rap- 
porteur at the first of the three business 
sessions. Delegates responded with parti- 
cular pleasure when Mr Rees — who also 
took the opportunity to announce the 
grant of a Royal Charter to the Associa- 
tion — concluded his remarks with a 
greeting to his Israeli hosts in Hebrew. 








David Marwood, M.A., F.C.1.S., said ` 
that professional bodies such as theirs 
had a vital role to play in ensuring that 
government policies were put into 
action effectively, and not mismanaged. 
‘One of the functions of a profes- 
sional body is to comment to govern- 
ment departments on topics of 
concern to its members. An Institute 
like our own can draw on the ex- 
perience of its members in preparing 
evidence and suggesting changes in 
our laws and associated regulations, 
which can be of benefit not only to the 
members, but to the whole of society. 
‘It is clearly not the job of a pro- 
fessional body to dabble in party 
politics. However, I would put it to 
you that it is most definitely the 
function of a professional body to 
comment on proposed legislation from 
the standpoint of its own professional 
expertise. So far as chartered secre- 
taries are concerned, we should be 
expecting the expert committees of the 
Institute to examine the Govern- 
ment’s detailed proposals on nationali- 
zation, when published, to see whether 
they are administratively feasible.’ 





Speeches were also delivered by His 
Excellency Mr Haim Zadok, Minister of 
Justice in the Government of Israel, and 
Sr Servando Fernandez-Victorio y Camps, 
President of the Court of Audit of 
Spain. In his reply, Dr Itzhak E. 
Nebenzahl, State Controller of Israel and 
Honorary President of the Conference, 
said that auditors needed to pursue 
truthfulness. The complications of econo- 
mic problems, especially when units of 
account varied widely, created as many 
moral problems as economic or account- 
ing faults. 


End of euphoria 


‘When it comes to moral problems, 
man is dependent on his own depth and 
strength of character,’ he said, “The 
euphoric times are over. Tomorrow is 
with us and a sharper wind is blowing. 
For those who have the courage to face 
the truth, it may eventually turn out to be 
an exhilarating day’. 

The Minister of Justice had referred in 
his speech to the freedom of access and 
worship in Israel and — on the economic 
front — to proposed legislation to restrict 
shareholders’ rights to dismiss auditors, 
which would introduce a new concept in 
the rights of auditors. 

The first business session on ‘Account- 
ing standards and rules — Voluntary or 
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the opening session of the conference. 


regulatory determination’, was introduced 
by Mr A. Tempelaar, a Past-President of 
the Netherlands Institute of Registered 
Accountants, with Professor J. R. Small 
as rapporteur. The question session was 
under the chairmanship of Mr S. Z. 
Grupel, c.p.a., a Past-President of the 
Institute of Certified Public Accountants 
in Israel. 

In a witty and yet serious summary, 
Professor Small suggested that the com- 
mon elements of the papers were that, in 
order to support the existence of a true 
profession, there was need for a skill to 
enable the position of an entity to be 
fairly stated. The profession should elimi- 
nate faults in its own rules if it was to 
achieve credibility, concentrating on two 
questions ‘Who decides?’ and ‘What are 
we to enforce?’ He echoed the remarks of 
M A. Cordoliani of France on EEC 
developments, when he said that harmoni- 
zation did not mean standardization. 

Mr Grupel thought it clear that govern- 
ment authorities intended to take part in 
the formulation of accounting standards 
and rules; intervention was inevitable. 
The only question left open was one of 
balance. 

The second session, ‘Financial report- 
ing under inflationary conditions -— 
Trends and prospects’, was chaired by 
Mr F. S. Somekh, c.P.a., a Past-President 
of the Israeli Institute; Mr L. Schvaryzer, 
Vice-President of the College of Gradu- 
ates and Economic Science in Argentina, 
presided over the question session and 
summary. 

Mr W. Hyde announced that the 
advisory committee set up by the UK 
Government on current value accounting 
[the Sandilands Committee] was not now 
expected to announce its findings until 
the summer of 1975. Critics of the 
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Mr George H Rees, F.C.C.A., President of The Association of Certified Accountants, addressing 


provisional statement of accounting prin- 
ciples [SSAP7, The Accountant, May 
16th] on the method to be used for 
adjustment of accounts for inflation 
ignored the fact that it was the simplest 
and most logical first step; he thought it 
very likely that the Sandilands committee, 
whatever initial reservations its members 
might have had, would in the end agree 
with the views of the ASSC. 


Audit responsibilities 

The third session was on “The auditor’s 
report — Society’s expectations v. reali- 
ties’, under the chairmanship of Professor 
Dr R. Ludewig, President of the Institut 
der Wirtschaftspriifer in Deutschland. 
The summary and question session was 
chaired by Mr A. E. Fass, C.P.A., Vice- 
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President of the Institute of CPAs in 
Israel. 

Mr R. S. Waldron spoke with approval 
of a paper by Mr Kenneth Sharp, T.D., 
M.A., F.C.A., now President of The 
Institute of Chartered Accountants in 
England and Wales, on the subject 
‘Smaller audits — bigger problems?’ [The 
Accountant, July 16th and 23rd, 1970]. In 
his view, what was wrong with auditors’ 
reports was, to a great extent, a lack of 
true communication between auditors and 
shareholders. 


Common ground 

Summing up, Mr E. A. Weinstein of 
the USA claimed to detect certain specific 
areas of common ground between national 
authors: namely, an extension of the area 
of audit, the question of management 
frauds, the form of the report (parti- 
cularly the ‘short-form’ report), the 
liability of auditors and the question of 
fair presentation. He mentioned in 
particular the North American practice 
of ‘peer reviews’ which involved the 
review by members of one firm of prac- 
tising accountants of the work of another. 

At the final session Mr S. Ronel, a 
Past-President of the Institute of Certified 
Public Accountants in Israel, thought that 
there had been some divergence in views 
between the Netherlands delegates and 
those of the United Kingdom and the 
United States. 

Mr Ronel took the view that main- 
tenance of original capital in a business 
by charging a sum against revenue each 
year was a suggestion not without merit, 
but that even more important was the 
maintenance of working capital. “The 
public’, he said ‘will cry out at the first 
major mishap.’ 





Mr B. Niemann Olsen, 


Secretary of the Danish accountancy body, 
Statsautoriserede Revisorer, talking to Mr K. C. Peters, F.C.C.A., and Mr R. S. Waldron, F.C.A., 
F.C.C.A., C.P.A. — members of the Council of The Association of Certified Accountants. 
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HE whole subject of inflation — and particularly in- 
ES flation in the United Kingdom — has acquired very 
be Be stantial coverage in the daily press and in the financial 
journals, as well as on television and radio. 
_ Thefirst— and to my mind the most important — concept 
__ to be taken into account is that the very existence, and in 
"particular the continuing prospect, of inflation produces 
a state of inflation psychosis. The longer one is exposed 
E to it and the higher the rate, the greater the degree of 
- mental orientation to it and its effects. 
E Those of us who have had experience of extreme 
G 3 versions of inflation over many years can perhaps see its 
` impact as vividly as one sees one of those speeded-up 
films of the growth of a plant — or perhaps more ap- 
_ propriately of a fungus. It comes to dominate the mind 
of businessmen and individuals alike, to the virtual ex- 
clusion of all other financial considerations. It surpasses 
~ tax considerations in importance as a factor to be taken 
= into account in all corporate and individual financial 
` planning. Indeed, it comes to dictate policy. 
o In the corporate context, such matters as bank borrow- 
E, ing, the purchase and holding of stocks, pricing and the 
giving of credit, all become one-way options. It may be 
= said, however, that a high inflationary profile has at least 
"one merit: it simply cannot be swept under the carpet 
_ and ignored — in the way that the kind of levels which 
we have had in this country up to now have led to 
inflation being virtually ignored — by governments and 


requested to keep off the subject of accounting for 
| inflation, and this I am certainly happy to do. But I 
cannot forgo this opportunity of poking a stick in the 
ig wasps’ nest by alluding to the large sums which, in my 
opinion, have been paid out in dividends to shareholders 
by British companies since the war out of profits which 
may not have existed in real money terms. 
One of the most serious aspects of the state of inflation 
d "psychosis i is, to use a nuclear fission term, that of breeder 
reaction. Most of the obvious defensive measures likely to 
be adopted by corporations and individuals alike are 
= likely to have the effect of exacerbating inflationary 
trends. The very fact of the flight from money into 
- assets of (hopefully) long-term real value carries with it 
a major distortion in the economic system — and above all 
| it generates an intense urge to spend rather than to save. 


|- The substance of a paper presented to this year’s annual conference of 
` ` "The Institute of Chartered Accountants in England and Wales. 
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It may at this point be interesting to have a look at 
the reeent extreme conditions of super-hyper-inflation in 
Chile, though I should preface my remarks by saying that 
living with inflation in such a context maybe in relative terms. 

Democracy has not been able to live with Chilean rates 
of inflation. There were, of course, various rather unique 
features about the political situation in Chile arising from 
the democratic election of a Marxist president in 1970 
but, notwithstanding these, Chile must be included 
among the list of those countries — which also include 
Germany, Argentina and Brazil — in which a currency 
breakdown has been followed by an authoritarian govern- 
ment of either the Right or the Left, more often than not 
involving the intervention of the armed forces. 

Inflation was no new phenomenon for the Chilean people. 
They have suffered inflation at an average rate of over 
30 per cent per annum since 1939. In 1972 it was 
running at the rate of 165 per cent and in 1973 — at the 
time of the military coup which overthrew the Allende 
left-wing régime — it was estimated to be running at the 
rate of at least 500 per cent per annum. 


State intervention 


There have inevitably been casualties, and the principal 
casualty has been the private ownership of industry. A 
combination of unrealistic and tardy increases in the 
controlled prices of goods and a progressive and critical 
shortage of working capital created insolvencies on a wide 
scale. Most of these companies, however, did not go out 
of busimess; in order to save the jobs of the workpeople 
and te maintain the supply of essential goods and 
services, the State intervened and, having dispossessed 
the private shareholders, kept the companies running 
with funds injected via the government-owned banks. 

At this point, it has to be said that there is no quicker 
or surer way of destroying the capitalist system and 
achieving a socialist state than by a debasement of the 
curreney through inflation. We have here the well-known 
technigue of creating a situation which can subsequently 
be expleited. The situation was created in Chile in which 
private capital became entirely impotent and the State was 
forced to intervene and take over. In these circumstances 
there is no question at all of living, or even surviving, 
with inflation for those engaged in the private sector. 

Tight exchange control is, of course, part and parcel 
of such inflationary conditions. The price of escape 
through the back door can be judged by the fact that when 
the official rate for the Chilean escudo was 65 to the 
dollar, the black market rate was over 1,000. 

Salaries have been adjustable monthly i in line with the 








official cost of living index. We all know how much scope 
there is for intelligent ‘engineering’ of indices; there are 
those who might say that the cost of living has risen by 
8 per cent, while others know that it has risen by at least 
20 per cent. 

A former régime in Chile approached the end of a year 
when the cost-of-living index was due to be established 
against which all salaries were to be adjusted for the 
following year and they arranged a substantial import of 
potatoes, which formed an important item in the index. 
They put these potatoes on the market in December at a 
low subsidized price, and successfully brought the index 
figure down by about 5 points. 

Employees paid on a monthly basis usually receive an 
advance of 50 per cent half-way through the month. They 
lose no time in going down to the bank to draw it out in 
cash to do a little instant shopping for essentials. Such 
private savers as there are have access to readjustable 
government bonds; so do the insurance companies and 
building and savings associations. A bond for r00 escudos 
bought in January 1973 was paid off in the following 
January in the amount of 507 escudos, the 500 element 
representing the cost of living adjustment of the principal 
and the 7 per cent being interest. 

The banks, all in government ownership, rely for such 
short-term deposits as they have on ‘transit’ money. Longer 
term funds are provided by the Central Bank. Companies 
are allowed to revalue their fixed assets in their balance 
sheets tax-free. 

To conclude the Chilean saga I should add that, ‘since 
the military take-over a year ago, prices have been allowed 
to find their own level, supplies of goods have appeared 
again in the shops as if by magic, and there is no black 
market. While wages and. salaries continue to be controlled 
and adjusted more or less in line with the increase in the 
cost-of-living index, realistic scales of adjustment have 
been introduced into tax legislation, and the rate of in- 
flation has been halved. 


Monetary correction 


It is, however, Brazil that probably has more interest 
and relevance to our subject than Chile — not least 
because Brazil appears to have found a formula for 
living with inflation; and not only living, but thriving. They 
have achieved annual increases recently in their gross 
national product of upwards of 10 per cent in real terms. 
In 1964, inflation in Brazil was running at an annual 
rate of over 120 per cent. It was at that point that the 
system known as ‘Monetary Correction’ was introduced. 
Monetary correction essentially consists of index linking 
of the relevant economic indicators, including the value of 
government bonds, company assets and corporate balance 
sheets, interest, time and savings deposits, outstanding tax 
payments and arrears of wages and salaries, mortgages, 
medium- and long-term loans and rents. In other words, 
monetary values are periodically adjusted in order to offset 
the effects of past, and to some extent future, inflation. 
The coefficients for estimating the revaluations are 
based on the wholesale price index. It is a system which 
is essentially associated with the government decision to 
fight inflation by means of a gradual approach and not 
through shock treatment. Its great merit is that it moderates 


and even goes much of the way to curing inflation ` 
psychosis and the breeder reaction aspect. TA 
While most prices are left to find their own level with 
constraints imposed by free competition, price controls do — 
exist on main foodstuffs, basic raw materials and other 
essential goods. In the context of relevance to the UK it © 
must be said, however, that the practicability of these af 
mechanisms is dependent on at least four factors which — y.. 
exist in Brazil. These are: ‘Rs 
(a) A history of chronic inflation which has created a 4 
general expectancy that prices will continue to rise in the 
future (inflation psychosis). i 
(b) A national currency without pretensions of becoming ig ac 
part of the international reserve structure. Si 
(c) An acceptance of the philosophy that the best way to +3 
combat inflation is by gradual treatment; and a 
(d) The existence of virtually unlimited resources of raw — ki 
materials and manpower with which to increase the — 
annual national product. TEN 
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Defensive measures 


To return now from the particular to the general, and ` 
assuming that there is no element of political vice 
associated with the economic policy of any given ` 
government, what are the defensive measures that can be — 
taken to allow industry and commerce to live with inflation? y 

The first is to appreciate the vital necessity for manage- 
ment at all levels to be intensely and continuously in- i 
flation-conscious. The realities and effects of infano 
need driving home at all decision-making points — not 
least in the management of sales and credit. 

It is a vocational instinct of salesmen to resist price ` 
increases. Any incentive scheme for salesmen must — 
therefore have some inflation factor included in it which — 
relates to profit on sales in real terms and not solely to — a 
product value and volume. Likewise, sales on credit — 
constitute a critical issue, and here the problem is some- 3 
times not only the length of credit that is agreed and ~ 
given but also credit that may be taken by buyers. — 
Every day of deferred payment is a gain to the buyer in K 
the inflation game and a loss to the seller. 

Prices of products must obviously be adjusted as often as we 
possible, and to the extent necessary to cover increases in ` 
raw material and plant replacement costs and labour — 
costs. If prices are effectively controlled at unreasonable 
levels or increases authorized only with substantial delays, — 
which is so often the case, there are no effective defences 
It is possible that economies might be made in production 
costs but perhaps only at the expense of quality or valu 
for money. 

In this connection, we hear a great deal about th 
price of goods going up: but do we hear enough abou 
the quality going down? Would it not be an interestin 
exercise to undertake a study of the extent of hidden ` 
inflation disguised in the very fact of, say, a car having a 
life of only five years instead of ten? 

There is, however, another highly important aspect 
of the subject to bear in mind: inflation engenders an A 
artificially high demand for goods and services. Partly 
this arises from the excess purchasing power in the hands 
of consumers being generated by the printing presses and ` 
partly it arises from the existence of the inflation psychosis ` Es 
to which I have referred previously — the holding aS E 
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stocks of goods rather than money. Any downturn in the 


__ rate of inflation will put the whole process into reverse. 
ag Consistent with their inflation counter-measures, in- 
_ dustry, distributors and consumers will be carrying 
_ maximum stocks to the extent that their financial resources 
| allow, and the pipelines will be loaded. At the first hint 
` of deflation, industry is likely to find itself with a severely 
` limited outlet for its products, with disastrous effects on 
E _ cash flow — probably for an uncomfortable period of 
_ time. It has been truly said that, where control of inflation 
$ Es concerned, there are few volunteers. 
y The only painless way out of this dilemma is for an 
| enlightened government to make every effort to stabilize 
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the rateof inflation over an EE period of tone with the 


prospect — or at any rate the hope — that increasing produc- 
tivity will progressively close the gap between the volume 
of purchasing power and the supply of goods and services. 

During that period — which is likely to be measured 
in years rather than months — the introduction of some 
form of indexation perhaps along Brazilian lines seems to 
me to have merit, particularly when applied to company 
accounts and savings instruments. This may provide the 
best way of living with inflation at the kind of levels which 
we in the UK must now expect. It may be the formula 
which proves least hazardous and disruptive to our 
economic system and to our society. 


Reassuring the Public 


“Protecting Policyholders 
8 Es KENNETH J. BURTON, F.I.A. 


HE Government’s intention to introduce legislation to 
| ‘provide additional protection for policyholders of 
insurance companies’ was announced in the Queen’s 

' Speech on October 29th. Attention has already been drawn 
= in The Accountant of November 7th to the nature of the 

oposed protection, so far as this was disclosed at a 
S em press conference that day by the Secretary of 
` State for Trade. 
In making his announcement he said that ‘Many people 
i in the industry itself recognize — and I know this from the 
` discussions I have had with their leaders — it is sensible for 
us now to give a firmer and more organized security to 
policyholders’. Discussions about his scheme, he said, were 
= not yet complete, but he was confident that the industry 
would co-operate in its detailed organization and operation. 
a The life assurance companies with assets in the funds for 
i ‘their long-term business (mainly life assurance) of more 
than £250 million consist of six mutual societies, two long- 

_ established proprietary life assurance companies, and some 
“4 ‘ten composite insurance companies which undertake life 
_ assurance business, together with a small number of 
` overseas companies (mostly Australian or Canadian, nearly 
' all of the Australian companies being mutual societies). It 
is on these that the burden would principally fall of under- 
É Ee whether voluntarily er under statutory compulsion, 
` collective rescue operations in their field of companies 

which have been mismanaged. 
3 Informal soundings taken by Ministers and their advisers 

= with those outside the Government who have experience 
X 4 and judgement in particular fields are a proper and necessary 
ng way for the government to form a view about any matter in 
S Beard to which it needs information. It is, however, 

grossly improper — as was made clear in 1973 to the 
` Minister who introduced into the House of Lords the 
E - measure which became the Insurance Companies Amend- 
_ ment Act — for a Minister, having taken such soundings on a 
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confidential basis, subsequently, whether challenged or not, 
anonymously to call in aid the persons who gave the advice. 
In the present instance, where legislation is in contempla- 
tion, it would surely have been not only proper, but far 
wiser, for the Minister to have sought representative views 
and not proceeded by way of clandestine discussion with 
unnamed ‘leaders’ in the industry. 


Misuse of policyholders’ money 

Any rescue operation of an insurance company in diff- 
culties, mounted by a well-established insurance company, 
must be viewed by the rescuing company solely on com- 
mercial grounds. Its first duty is to its own policyholders. 
The premiums charged to them do not, and should not, 
contain margins for the benefit of others who, through 
cupidity, stupidity or bad advice, have effected policies with 
mushroem companies which have got into difficulties. So 
far as life assurance companies are concerned, a company’s 
with-prefits policyholders have a right to all, or to the bulk 
of, any profits it makes. It would be clearly wrong for the 
directors of such a company — especially if the company is a 
mutual society — to apply policyholders’ money to any 
purpose which does not hold out the prospect of advantage 
to them. For the Government itself to seek to make a 
company misuse the money of its policyholders is some- 
thing which, even in the bizarre world in which we are at 
present living, can have no sort of justification. 

The present instance is merely the latest of a recent ` 
succession of legislative initiatives undertaken in this field 
with too much haste and too little regard for the complexity 
of the issues involved. 

In 1967, when the Companies Bill was already in a late 
stage of its passage through Parliament, an entirely new 
part amending the law affecting insurance companies was 
introdueed, after hasty and inadequate consultation, as a 
reaction to the failure of a couple of motor insurance 
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companies. In 1973 a further Bill was introduced into the 
House of Lords, partly with a view to blocking up some 
loopholes which had been left in 1967. At the outset this 
Bill attracted severe criticism from a number of prominent 
directors of important insurance companies. When it had 
passed through all its stages in that House and was in 
committee in the House of Commons, amendments were 
introduced by the Government to have regard to the report 
of a departmental committee concerned with certain types 
of life assurance contract, and which had already been 
sitting for two years when the Bill was introduced. 


Protecting the Government 


This Bill had its genesis in the Vehicle and General failure 
a few years previously. That failure had led to unfair 
criticism of individual officials of the Department of Trade, 
concerned at the time with the administration of the 
narrower powers then available to them. 

Doubtless there is apprehension that in the present 
situation, with the failure of a small number of life assur- 
ance companies, a scapegoat will again be sought. The 
present reaction of the Government may be designed 
primarily to protect the Secretary of State and his officials, 
by creating the impression in Parliament and in the minds 
of the public that the Government is on top of the situation 
and is taking prompt remedial action to deal with it. 

It was almost certainly a mistaken view that the Govern- 
ment took in 1973, that the arming of the Department of 
Trade with almost unlimited powers of intervention in the 
control and management of insurance companies would be 
an effective way of protecting the insuring public against 
their mismanagement, whether such mismanagement was 
deliberate or merely the result of incompetence. For such 
intervention to have any chance of being effective, it would 
require the recruitment of experienced staff in numbers 
which are not available, either from within the Civil 
Service or from outside it. The danger is that the Govern- 
ment has misled the public into expecting from the 
Department of Trade a degree of protection which it is not, 
and is not likely in any foreseeable future, equipped to give. 


Review of legislation 


It is nearly fifty years since the law concerned with in- 
surance companies was last comprehensively reviewed by a 
powerful departmental committee. That committee, under 
the chairmanship of the late Mr Justice Clauson, reported 
in 1927. One of its principal recommendations, con- 
sistently ignored. until recently, was concerned with the 
separation of the assets held by an insurance company for 
its long-term business from those held for its other classes 
of business. The belated acceptance of this recommendation. 
represents one of the few useful changes made in the law 
by the 1973 Act. 

Would it not be sensible at this time to set up another 
such committee with the widest possible terms of reference 
so that all the legislation in this field could be subjected to 
a cool, clear review? In a field as complex and as important 
as this, this must be a better way of proceeding than for 
government to lurch from one expedient to another, as has 
been the practice of the last few years. Such a review might 


usefully explore areas which government has neglected, or 


possibly deliberately avoided. 












First, many of the companies that have failed in recent 
years, whether they were motor insurance or life assurance ` — 
companies, would not have been able to do anything like ` ` 
the same amount of damage had it not been possible for ` 
them, by lavish spending, to obtain new business, whether ` 
through full-time staff engaged in direct selling to the  — 
public, through insurance brokers tempted by high ` 
commissions, or through advertising in newspapers, backed ` — 
by ostensibly expert advice tendered in the news columns ` — 
of those papers. This is the area in which most abuse occurs. ` — 

Bad advice is not likely to be given by well-known 
insurance brokers who have built up national and inter- 
national reputations over a long period of years. Their 
services and those of employees of well-run insurance — 
companies can be invaluable to those who wish to effect ` 
life assurance policies. Unfortunately, anyone can set up as 7 
an insurance broker without proving his capacity to give - 
advice, and frequently without the need to have any sub- 
stantial resources behind him. The efforts of glib but `: 
irresponsible salesmen to promote insurance contracts 
which purport to offer something for nothing have been ` 
helped by the circumstances of the time; it is only too easy, 
by appeals to greed or by the exploitation of gullibility, to 
get business when many people have had more money in 
their pockets than they know what to do with. KE 
Supervisory machinery — 
Secondly, the whole machinery for the supervision of life 
assurance business needs to be examined critically, other- < 
wise than by the interested parties at the Department of ` — 
Trade. It is far more important that the public should be 
given access to accurate, comprehensive and up-to-date 
information about insurance companies than that full ` 
employment should be provided for clerks in the Depart- 
ment of Trade in performing arithmetical tests on the — 
figures contained in returns which are so voluminous that 
even an expert eye has difficulty in detecting any diseased 
wood there may be amidst the trees. y 

One possibility that needs to be considered is that of — 
removing this function, at least so far as life assurance 
companies are concerned, from a government department 
whose Minister is probably more concerned to avoid — 
political trouble than to provide useful information to the 
public. In Australia, for instance, there is a public officer 
of high standing who reviews the information provided 
annually by insurance companies and publishes a report —— 
which scrutinizes their activities. This officer is able to ` 
pin-point features which enable insurance brokers, press ` 
commentators and the public at large to be properly in- 
formed about such matters as the levels of commission and. 
other expenses of insurance companies, the financial ` 
soundness of the bases of their premiums and surrender ` — 
values, and the suitability of the investments they hold. 

If a report on these lines were to be laid before Parliament ` 
each year, and made generally available to the public and its 
advisers, it would do far more in the long run to prevent 
incompetently, or even fraudulently, managed companies 
from damaging the interests of potential policy-holders — 
and the good name of British insurance than any amount ` 
of piecemeal legislation heaping an almost impossible ` — 
burden of detailed control on to the backs of a mere handful ` — 
of civil servants competent to undertake it, ,, 
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A Rational Approach to 
_Teleprocessing 


NE of the difficulties many organizations have been facing when establishing 
teleprocessing networks is that the three elements which make up a system — 
terminals, programming support and line control methods — have proved incompatible. 
In practice, this meant that a costly duplication of facilities was necessary. This 
was perhaps inevitable in a period when teleprocessing has grown rapidly. But just as 
inevitably a stage has now been reached where a rational approach is needed if the 


best use is to be made of teleprocessing 
facilities. 

One solution has recently been an- 
nounced by IBM United Kingdom, 
known as Systems Network Architecture 
(SNA), it provides users with a common 
design framework embracing a complete 
teleprocessing network from a System 
370 computer to the terminals. 

With SNA, programmers can concen- 
trate on applications, and network man- 
agement becomes a system responsibility 
with the network control software 
operating through a common line control 
method. 


Software development savings 
Other software development savings are 
claimed as programmers are able to 
change the number and type of terminals 
with little or no re-programming, and can 
concentrate on application development. 
Under SNA a wide range of terminals 
can share the same communications line, 


E each working with a different application, 





or group of applications, at the same time. 
For example, a banking system and a 
general purpose system could share the 
same teleprocessing line to the central 
processing unit rather than two separate 
lines being necessary. 

Alternatively, at different times of the 
day the same terminal could be used to 
access different applications in the com- 
puter. Savings are promised in the form 
of lower line costs and reduced terminal 
requirements for a given range of appli- 
cations. Systems which can operate within 
the SNA framework include financial, 
retail store and industry systems. 

Some of the general purpose terminals 
are new. These include the 3790 Com- 
munications System, first deliveries of 
which are scheduled for September 1975. 
A typical configuration within this system 
would rent for from £1,160 per month 
with a purchase price of about £45,555. 

A 3770 system configuration, compris- 
ing a 3554 work station, with two diskette 





IBM 3791 controller (without line printer feature), supporting IBM 3277 display stations 
and IBM 3793 keyboard/printer. 


drives, a 3501 card reader and 3521 card 
punch, would be from £444-10 rental 
or £17,306 purchase. First shipments are 
scheduled for April 1975. 

IBM United Kingdom Ltd, 101 Wig- 
more Street, London W1H oAB. 


Mini-computer Price War? 


CUT-THROAT competition in the mini- 
computer field was predicted recently by 
Mr Joseph J. McDowell, systems and 
application manager of Monolithic 
Memories, speaking at a seminar spon- 
sored by their UK agents (Memory 
Devices). 

For instance, a price of £10 each was 
forecast for one device by 1975 which is 
now selling ex-stock at £4980. While 
this could foreshadow a considerable re- 
duction in the price of electronic account- 
ing equipment, it is not the whole story. 
Even accounting machines which are 
controlled and do the calculating elec- 
tronically need mechanical components, 
and faster sales service, with all it implies, 
is an important factor in setting up 
country-wide facilities. 

It may well be that over the next two or 
three years the price of electronic account- 
ing equipment will come down, but it is 
unlikely that it will fall quite as drastically 
as did the price of electronic calculators 
between 1971 and 1973. 

Monolithic Memories manufacture the 
large-scale integrated circuits which are 
at the heart of many types of electronic 
office equipment including accounting 
machines, word processors, invoicing 
typewriters and office computers. 

Memory Devices Ltd, Central Avenue, 
East Molesey, Surrey. 


Time Ledger Package 


A TIME ledger package, designed by 
accountants has been introduced by 
Management Computing Services. From 
four basic types of input prepared, the 
central computer provides the following 
information: details of work in progress 
for each partner, with billing history; 
information on staff activity, including a 
breakdown of non-chargeable time for 
each staff member with cumulative totals; 
full details of work done by individual 
staff which require special monitoring; 
and reports to each partner of bills 
rendered and profit and loss statements. 
In addition the computer can maintain 
a fees ledger in conjunction with the time 
ledger. 

Operating costs depend on the volume 
of work. For instance, a firm with six 
partners, 40 staff and 1,000 clients would 
get monthly reports for about £50. 

Management Computing Services Ltd, 
Warren House, 48 Upper Thames Street, 
London EC4V 3DE. 
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MAEL 4000 Multipoint system with, background, central processor, printer and VDU, centre, 
a second VDU and, foreground, a third VDU in simultaneous operation. 


Inexpensive Multi-terminal 
Market Challenge 


WirH the introduction of the ‘Multipoint’ 
controller, the MAEL 4000 data pro- 
cessing system now comes within the 
multi-terminal market. This addition to 
the range allows up to ten VDUs to give 
simultaneous data entry, file inquiries and 
transaction processing. 

A typical MAEL 4000 Multipoint 
system with three VDUs, an 8K central 
processor, up to 8 million characters of 
disc memory, a fast printer and a standard 
software package (orders, accounting, 
stock, invoicing and statistics) is priced 
at approximately £25,000. 

The marketing company, Computer 
Ancillaries Ltd, stresses the simplicity 
in programming a Multipoint system and 





MAEL 4000 Diskette peripheral which gives 
immediate random access to small magnetic 
discs. 


claims that it is sufficiently simple for a 
user to carry it out himself. A maximum 
configuration would allow up to ten 
printer stations and up to 64 million 
characters of on-line disc storage in addi- 
tion to the VDUs. 

Also from Computer Ancillaries is a 
new low-cost random access floppy disc 
memory peripheral. A system with a 2K 
MAEL processor, fast console printer 
and diskette giving 400,000 characters of 
instantly available data storage, including 
the software already mentioned, costs 
under £10,000. Accountancy firms who 
keep clients’ books and businesses with 
high levels of invoice output based on 
relatively limited customer and stocks 
lists are suggested as ideal markets for 
this latter equipment. 

Computer Ancillaries Ltd, The Cause- 
way, Egham, Surrey. 


Payroll Package for 

ICL Users 

Tue Campay payroll system, developed 
for use on ICL 1900 computers, is now 
available in 2900 form. Features of the 
Campay system are that it can be run 
occupying a maximum of 14K of core for 
the largest program when handling a 
complex payroll with the production of 
management information. Depending on 
the 2900 configuration, a complete pay- 
roll for more than 8,000 employees can be 
processed in as little as two-and-a-half 
hours. 

The package can run on all-disc or 
mixed tape/disc configuration 2900 sys- 
tems and will accept input from tape- 
punched cards or direct data entry ter- 
minals. 

Certainly it would appear that a 
minimum of computer time is spent on 
the payroll applications, but reliability is 


639 


perhaps as important from the point of 
view of the financial controller. 

The basic package has been in opera- 
tion for more than seven years and pro- 
cesses more than 1 million payslips a 
year. It has also been developed and 
proved in a bureau environment, where 
trouble-free running is essential to make 
the operation commercially viable. 

Cambridge Computer Services Ltd, 
Jupiter House, Station Road, Cambridge. 


New Service Bureau 


A NEw service bureau has been opened by 
Telex Computer Products UK near Ox- 
ford Circus. It will provide a fast job 
turnaround during prime shift for on-site 
users; 24-hour turn-around outside prime 
shift hours; while the total configuration 
will be available during evening and night 
shifts for those clients who wish to use 
their own operating systems. 

Hardware includes a 256K, 360/50, 
eight Telex 5314 disc drives and eight 
Telex 6420 tape drives. System software is 
DOS/GRASP with OS. Software support 
guidance will also be offered to users. 

Telex Computer Services, 213 Oxford 
Street, London W1. 





Eurocom Data Ltd, a group of COM service 
bureaux operating in Western Europe, recently 
opened a branch in Manchester. This is the 
first bureau in the north-west of England to 
be devoted exclusively to COM (Computer 
Output to Microfilm). Eurocom is controlled 
by Eurocom Data (Holdings), which is jointly 
owned by National Westminster Bank and 
US Datacorp. In the picture, Mr Kenneth 
Jamieson, manager of the new branch, is 
shown with one of the bureau’s Pertec 3700 
COM recorders. 

Eurocom will be concentrating on producing 
output on microfiche. Mr Michael Bull, the 
firm's managing director, commented at the 
opening of the branch: ‘Microfiche methods 
bring the convenience of microfilm and the 
skill of the computer together to produce 
retrieval systems which can match some of 
the on-line computer systems, but at a 
fraction of the cost.’ 
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THE PROFESSION IN THE EEC-5 


Dominant in Europe 


The Profession in Germany 
by M. J. LAFFERTY, A.C.A. 


RITISH accountants, it may be assumed, already have 
some idea of accountancy as it is practised in Germany. 
It is quite widely known, for instance, that the Germans 
prescribe accounting rules in their company law, rather 
than leaving this to the profession as is largely the case in 
the United Kingdom; and that the German accounting 
profession has laid down auditing ‘guide lines’ which can- 
not be departed from in statutory audits without due cause. 
The German public accounting profession (Wirt- 
schaftspriifer) comprises less than 3,000 highly-qualified 
professionals who qualify, on average, between the ages 
of 30 and 35 after a training which by comparison 
makes UK requirements appear second-rate. The German 
approach to accounting is important to UK accountants, 
not only for the usual business and academic reasons; but 
also because it is their approach which finds most favour 
with the EEC Commission. 
For instance it was a German accountant, Dr Wilhelm 


“Elmendorff, who chaired the working group which drafted 


the avant-project for the fourth directive on company 
accounts. And only a few months ago Dr Elmendorff was 





MEMBERSHIP OF THE GERMAN PUBLIC 
ACCOUNTANCY PROFESSION AT 
April 1st, 1973 
Wirtschaftsprifer: 
A. By Employment 





Sole practitioners we re db d 1,431 
Wirtschaftspriifer Limited Companies .. be ue. 4,291 
Steuerberater Limited Companies ws og ZS 36 
Others ei K sa ie As 3 83 
2,841 
B. By Qualifications: 
Wirtschaftspriifer Ge ine 1,080 
Wirtschaftspriifer/Steuerberater. . i .. 1,654 
Wirtschaftspriifer/Lawyer F & CH Si 50 
Wirtschaftspriifer/Steuerberater/Lawyer e vi 57 
2,841 
Vereidigte Buchprifer: 

By employment: 
Sole practitioner + ue ES fe 282 
Buchpriifer Limited Companies Sé D 1 
Wirtschaftspriifer Limited Companies .. a Sie 6 
Steuerberater Limited Companies t > a 3 
292 
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again asked by the Commission together with his UK 
partner, Mr Stanley Wilkins, F.c.a., to draft the avant- 
project for the directive on consolidated accounts [The 
Accountant, February 28th]. 

Without any doubt, the qualifications of German 
Wirtschaftspriifer are impressive. Indeed, one EEC docu- 
ment dealing with EEC auditors refers to them alone as 
‘highly qualified persons’. 

Surprisingly, however, the formal history of the German 
profession dates only from 1931 when statutory audits were 
first introduced, following the collapse of several com- 
mercial giants during the Depression. Although by this 
time at least three international accounting firms were 
operating in Germany, the first recruits for the new 
national profession came for the most part from the 
trustee departments of the banks. Indeed, even today, 
German accounting firms retain very close links with the 
banks, and several banks have majority or major holdings in 
some accounting firms. 

Although this implies a potential restriction of the 
independence of the accounting firms, it is argued that 
there is no evidence whatsoever to justify criticism. It is 
significant, however, that a large German firm which is 
associated with leading UK and Dutch firms is positively 
committed to removing this particular historical con- 
nection with the all-powerful German banks. 


Professional organization 


The Institut der Wirtschaftspriifer e V, which was 
established in 1932, remained the sole professional organiza- 
tion for Wirtschaftspriifer with responsibility for super- 
vising the profession until 1943 when the Reichskammer 
der Wirtschaftstreuhander took over this responsibility. 
Following the Second World War, the profession operated 
on a regional basis until 1951, when the present professional 
body, the Institut der Wirtschaftspriifer in Deutschland e V 
was formed. 

In 1961 the profession was reorganized and brought under 
the supervision of a new statutory body, the Wirstchafts- 
priiferkammer (Chamber of Accountants). Every Wirt- 
schaftspriifer (abbreviated "WD must be a member of the 
Kammer whereas membership of the Institut is optional. 
Under the new law the recruitment of other accountants 
known as vereidigte Buchpriifer was suspended, and they 
were given the opportunity of becoming Wirtschaftspriifer 
on passing an oral examination. 
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THE WORLD'S LARGEST CLOCK. BEAUVAIS CATHEDRAL, FRANCE 


"The AM 10 Policy: 


` is the with profits endowment policy with an de maturity” date: 


WHY AM 10? 


Because at the end of 10 years — or on any later anniversary up to age 


‘65 ~ the policyholder can decide to accept the “maturity” proceeds 
applicable at that date. ` 


With an adaptable maturity date ge Boies provides Gene ec 
to suit the requirements of the individual. 


excel with us... 
, F ASSURANCE ZE 


THREF QUARTERS OFA CENTURY OF EXCELLENCE 


Head Office: 190 West George Street, GLASGOW G2 2PA. Tel: 041-332 6462 4 p : 


i 
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-Spot thei investor with an easy mind. 
You: don’ thave to look far E 
. There’salwaysa branch of the Hadifax near. 
. Halifax investments retum consistently 
good interest whilst having the added oe 
of being easily realisable. ` 


HALIFAX 


BUILDING SOCIETY 


Member of The Building Societies Association 


S SN BCE The biggest in the world. 
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“The ec ‘law Ge j reglas the SE (tax 
consultancy). profession ; indeed, almost ‘all Wirtschafts- 
priifer also qualify as Steuerberater i mm tbe course of their 


Jong training. ‘The unification ‘of the: “tax consultancy: : 


. profession was agreed in 1973 as a result of which the 
Steuerberater. and | Steuerbevollmachtigte (tax. assistants) are 
to merge from .1975. Steuerberater- are organized on a 
regional basis and the “regional chambers: form the 


Bundessteuerberaterkamtner (Federal Chamber of Tax e 


_ Consultants). - 
In view of the ‘small SEN dë Wirtschaftspriffer, it is 


a e that negotiations. have been entered into with 


the: Steuerberater whereby experienced: tax consultants may 
‘become Wertschafespriffer under certain conditions before 

-1979- 
` The path to qualification : ‘as 
and arduous. Prospéctive entrants to the profesion must 
satisfy the following conditions: 





(x) be of German nationality, ot a national of: another country ` 


BC granting reciprocity; , ae 


(2) hold a degree’ from a ees ‘university (or its foreign 
` equivalent) in business, economics, Jam, engineering or . 
agriculture (os yet, there ate no degree ne in pum, 


” accounting); 


- (3): have’ completed six years ot busine experience, ; at least 


four of which bage ` to be’ spent: in the office of a 
GEN Wirtschaftspriifer or equivalent foreign experience; and . 


oe (4) have successfully completed the professional examination, ` 


_ Examination syllabus 
- The professional examination. 


_-law, tax law business. economics, auditing, mais | and 
-professional ethics. 
It is expected that the Hauserbeit will soon be dis- 
continued with the result, that 
‘for six unseen’ papers. 
,On SE the Wirischaftspräfer takes the follow- 
-ing oath: o`, : 


‘I- Swear BY ALMIGHTY Gop that I will. ee and D 


~. carefully execute the duties lof~a Wirtschaftspriifer; par- 
‘ticularly. I will observe the duty of secrecy ‘and I will con- 





oa ‘scientiously and’ impartially, give audit, se ‘and ont . 


Re) 


so God may help me.’ 


bet Although thë- profession. is small i in effek, Geer are 
several: very large German accounting firms and, almost 


all of these firms have'internatidnal connections. While such’ 
firms’ are primarily concerned with statutory auditing, ` 


` they also provide the full range. of consultancy services. 


All AG, companies and ‘large enterprises” are subject , to. 


` audit. by Wirtschaftspriifer..A ‘large enterprise’ is defined 


~ as one in which, for three years/at least two ofthe following 


\‘ conditions are satisfied : 


_ Balance sheet totals aal DN 5 zäiten 
+ Net. sales exceed DM250 million; 


a) 


More than -5,000. persons have heen employed. on h average 





"Es during the year: 
l ee for’ the ieform ‘of; Së law relating. to GmbH 


e SÉ 


D 
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a Wirtschaftsprüfer i is , long. 


is in. ‘two. ‘separate written > - 
and oral sections. ‘Each written “section comprises: three. - - 
‘unseen: papers, and there is also a thesis on a technical - 
` subject, (Hauserbeit) which the candidate Ze given eight | 
, weeks o complete. The unseen papers cover mercantile . 


candidates will ‘have to sit ` 


SR Säi 


(private limited) E mail require s the larger examples SS 
-of this category to have their accounts-audited as well. It is 
_said that this requirement will not’ impose any substantial 


extra burden. on- the profession ` as almost all GmbH 
already .subject themselves’ to voua audits by Wirt- 


_ schaftspriifer. ` 


A’ standard form ‘of auditors’ contract,: ` the. ‘Auditors 


`- General Terms’; has been’ published by the Institut-and is 
normally sent to the client each year with the audit report , 


on the previous year: If clients were to. accept such a 
remarkable document in the UK, auditors would certainly 
suffer from fewer- sleepless nights, and audits in general 


‘might take much less. time to, complete.. The following 
extracts taken froma translation of the 16-paragraph | 
` document highlight. some of the more SE points: 


EA Scope and application ; 
(1) These terms are applicable to agreements: bewe Wirt- 
` schaftspriifer or. Wirtschaftspriifungsgesellschaften (hereafter 
uniformly, referred to as Wirtschaftsprüfer) and their clients 
concerning audits, advisory work and any other services, as far 


às-these terms are not excluded by special written agreements , 


or noñ- -discretionary legal provisions. 


NM 


(2) If, in exceptional cases, contractual relations ge exist bè- ` 
` tween the Wirtschaftspriifer anda third party, the provisions of | 


Section o below are likewise applicable for the relations with 
such third partys, 


2. Scope. arid execution of Ge _ : 
(1)-The Wirtschaftspriifer's obligations under the engagement 


incliide ‘only the performance of Kg services but not the — 


-achievement of. success. 


` (2) The engagement does not extend to an investigation into 
due adherence of tax Jaws or other special provisions, e.g.,,to 
Jaws of ‘price control, laws of limitation of competition and 
‘other controls, unless such is the nature of the engagement or 
‘unless this has otherwise been‘agreed in-writing. The execu- 


tion of an engagement in accordance with.generally accepted , 


professional standards -does: not include the application of 


auditing procedures aimed at the disclosure of book-keeping: 


frauds and other irregularities unless tis has berg Seel 
- agreed in writing. b 


(3) The engagement is executed i in aecordance with gerierally 
accepted professional standards. 


LO The Wirtschaftspriifer i is entitled to use qualified assist- 
ants for the ESCHER, of his: engagement. f 


ER Information to be ‘given by the client . 


(1) The client has the responsibility, even without Ste . 
E request on the part of the Wirtschaftsprüfer, of furnishing him 7 


in due time with all the documentary evidence necessary for 


the execution of the engagement and of informing him of all. 
events and circumstances which may base 3 bearing on the ` 


‘execution “of the. -engagement. ‘This also applies to any 
evidence, events ‘and circumstances which come to rete 
. during the course of the’ Wirtschaftspriifer’ s work. 


` (2), Upon’ request of the: Wirtschaftpriifer, the client is 
- obliged. to: confirm’ in a written statement drafted by. thé 


$ Wirtschaftspriifer that the evidence, E and E ' 


~ tions provided by him are complete. 


: 4: Safeguard of indepéndence ` 


— The client-undertakes to ensure that. no ‘action: is Gund 


` which might endangér the independence of the Wirtschafts 


S pu s staff. Tus Ss E to offers for employment ot 
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„and ofer to perform professional woke on. nthe staff member’ s 
,— Own account. oe. te 


SH Release of a Wirtschafteprifer s professional 
., statements to third parties 


` The release to, third parties of EH statements made by 


the Wirtschaftspriifer (reports, opinions, etc.) requires the 
Wirtschaftspriifer’s written. ccnsent, unless.the terms of the _ . 


_, | engagement allow release theseof toa designated person 


g Liability 


(1) The extent of the Wirtscheftsprifer’ s liability i is, unless the 
law provides for a larger cr smaller amount, limited to 


DN 500,000 fer each single case of damages; this also applies , 


to the exceptional cases where a Wirtschaftsprüfer may be held 
liable by persons other than the client. A single case of 
damages is defined as the sum total of the damage claims of all 
` persons entitled to claim, which arise from one and the same 
offence; a single case of damages i is also defined as the total of 
_ all offences committed in performing an audit or other 
‘: coherent service (a specifiable professional- service which 
Gef represents an umdivisible performance). by’ a 
‘single person or by several’ persons. However, in ‘case of 


, damages suffered from several offences brought about by the « 


' same technical error within the scope of several audits of the 
same kind or several coherent services of similar nature a 
` Wirtschaftspriifer can be held liable only up to an amount of 
, DM 2:5 million without rega-d to whether the damages were 
` caused by offences committed within one year or within 
several consecutive years. 


(2) A Wirtschaftspriifer .carmot be held liable for infringe- 


ment or non-observance of foreign law unless the engagement. ` 


is-concerned with an audit or a special investigation. 


- (3) If the client has been informed that the, work is being 
. carried out with the aid of a subcontractor,.e.g., a data- 


processing firm, it is understoed that all and any warranty and ' l 


` damage claims zgainst the subcontractor, whether arising under 
the applicable law or the ‘subzontractor’s: engagement terms, 
are deemed to have been transferred to the client. The Wirt- 
schaftspriifer can be held responsible only. for negligence i in 
selecting the subcontractor. >- 


(4): Unless statutory limitations provide for an earlier date of ` 
` expiration, a claim for damages can only be lodged within six, 


months after the damage and the event giving rise to has comé 


to the knowledge of the person entitled to the claim, but in no ` 


case later than tive years after the event which gave rise to the 


_ claim. The claim expires unless legal action is taken within six - 


months after the claim for clamages has been rejected in 

` writing. Special statutory provisions, if ‘any, governing the, 
limitation pericds resulting ed statutory audits continue to 
apply. 

(5) In regard to persons ozher than the cleat, ‘the Wirt- 
` schaftspriifer may be held liable only if he had consented in 
writing to the release of his Soca statements Gees 
popmions, etc.) to such SES Fersons. . 


H 


Prescribed forms i 
All AC. companies and ge enterprises’ are required 
to „prepare their accounts -n accordance with models 
. ` prescribed in the 1965 AG law. It will be noted that the 

` standard accounts proposed in the EEC Fourth Directive 
“are. very similar. Consolidated accounts have been com- 


‘pulsory only since 1965 but for some odd reason "euch ` 


accounts are not required -to incorporate. the accounts of 
EE subsidiaries. 


FIGURE 1 ` à E 

STANDARD BALANCE SHEET OFA -GERMAN COMPANY 
; (AKTIENGESELLSCHAFT) E 

Aktiva (assets) et ey. K 


|. Ausstehende Einlagen auf das Grúnäkapital (Out; 
stading payments on subscribed share capital) - 
daran eingefordert (called up for payment) : e ‘e m o 


IL An agevermoegen (Fixed and intangible assets and 
investments) ` - 
A. Zachanlagen und immaterielle Anlagewerts (Pro- 
zerty, plant and equipment and intangible assets): . 
J. Grundstuecke.und Grundstuecksgleiche Rechte | 
„mit geschaefts-, Fabrik- und anderen Bauten ` 
" (Office, factory, and other buildings including” 


land and related real property rights) . lle 

2 Grundstuecke und Grundstuecksgleicho Rechte f 
mit Wohnbauten (Dwelling-houses including | , 
land and related real property:rights) \. d A en 


Z Grundstuecke und Grundstuecksgleiche Rechte 
ohne Bauten (Land not built upon and related " . 


real property rights) ..  - ... Se — — 
L Bautan auf fremden’ Grutidetuecken (Leasehold ; 
improvements) . oe 2 on ` 
x Maschinen und maschinelle Anlagen (Machinery R BR 
-. and heavy equipment) , Wer e — 
Z Betriebs- und: Geschaeftsausstattung (Factory / S 
and office equipment including tools) Kë EE 


7. Anlagen im Bau und Anzahlungen auf Anlagen 
(Construction in progress and advance payments _ o. 
on account of property, plant and equipment) .. |: — em ` 

3 Konzessionen, gewerbliche Schutzrechte und’ í 
aehnliche Rechte sowie Lizenzen an solchen 
Rechten (Franchises, patents, „trade-marks, ; 
and similar rights and.licences on such rights) © — — - 

B. =nanzanlagen (investments and’ nòncurrerit re- 

cej ae S 

. Beteiligungen (Investments in "affiliated com- ` 

panies) : 5 

"2 Andere Wertpapiere des Anlageverrhoegens ` SN 
` (Other securities held aslong-terminvestments) — — 


3, Ausleihungen mit einer Laufzeit von mindestens ` 
vier Jahren (Loans for a term oi at least four i 


years) EH Gg EL LS K 


Davon durch Grundpfandrechte gesichert 
(Secured by mortgage) : ie o c rm eed 

m. Urrbautuermoegen (Current assets): | ` 
. A. “forraete, (Inventories) ` ; i oo 


. Rohs, Hilfs- und Betriebsstoffe aw materials ` 
and supplies) .. Be Me i WÉI meo = u 


2 Unfertige Erzeugnisse. (Work in ; process) oom z 


3 Fertige Erzeugnisse, Waren (Finished products 
including merchandise) ` .: ii r m m 
B, *ndere Gegenstaende des Umlaufvermoegens, S 
7Dther current assets) ` 
1..Geleistete Anzahlungen mit: Ausnahme der. 
Anzahlungen auf Anlagen (Advance paymėnts’ 
other than ‘those op account: of Property, plant’ ` 


and equipment) ` Vere eer, Sate EE 
2 Forderungen aus Lieferungen. und Leistungen a i 
` (Accounts receivable, trade) . Bes Leed ie 


Daven mit einer Restlautzeit - von mehr als 
einem Jaht (Accounts due aie more tian one” 


year) . e GH? D WI e ee 
2. Wechsel (Notes receivable) = RE 

Davon Bundesbankiaehig ial: for discount. 

with Federal Reserve Bank) : ae tes ee ee 
4. Schecks (Cheques) ae TENET ae Sie 


` 


on 
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5. Kassenbestand, Bundesbank- und Postacheck- ` 
guthaben (Cash ,on hand, in Federal Reserve 
Bank and in postal check accounts) . 


6. Guthaben bei Kreditinstituten (Cash | at afier 
banks) . . 
7. Wertpapiere des Gate ‘(Market- 
able securities) P Ss 
8. Eigene Aktien im Nennbetrag von (Treasury 
shares at a nominal value of) .. 


A Anteile an einer herrschenden oder mit Mehrheit 
beteiligten Kapitalgesellschaft im Nennbetrag 
von (Shares in a controlling corporation or in an 

` incorporated majority shareholder at a. nominal 

o -valueof) .. is 

. 10. Forderungen an yérbundene Unternehmen 

i (Receivable from associated companies) 

11. Forderungen aus Krediten gemaess (Credits 
granted to or on account of) : 
(a) s 89 (Managers and executive employees of 
the company, its subsidiaries and its controlling 
company and their dependents) 


(b) s 115-(members of the supervisory board of A 


the company, its subsidiaries and its STT 
company and their dependants) 


` 12. Sonstige Sale (Other cur- 
rent assets) Së ; 


IV. Rechnungsabgrenzungsposten (Prepaid E 
 v. Bilanzverlust (Accumulated losses) f 


Passiva (Liabilities and shareholders’ equity) - 
I. Grundkapital (Capital stock) 
Il. Offene Ruecklagen (Reserves) 
1. Gesetzliche Ruecklage (Legal reserve) .: és 


2. Andere Ruecklagen (Freie Ruecklagen) (Free ` 


reserves) 
Ill. Wertberichtigungen (Provisions) 


` 1, Pauschalwertberichtigung zu Forderungen 
(Allowance for doubtful accounts) 


2. Wertberichtigungen zum Anlagevermoegen 
(Accumulated depreciation) 


_ IV. Rueckstellungen (Estimated liabilities) 


"1. Pensionsrueckstellungen (Accrued pension ` 
liabilities) e Se Së Ss 
2. Andere Rueckstellungen (Other estimated 
liabilities) sa 


V. Verbindlichkeitén mit einer, Laufzeit von midesine l 


` vier Jahren (Liabilities for a term of at least four years) 
1. Anleihen (Debentures) ` 

Davon., durch Grindpfandioehiee 
(Secured by mortgages) : 

2. Verbindlichkeiten gegenueber Kreditinstituten 

(Bank loans) davon durch Grundpfandrechte, 
gesichert (Secured by mortgages) 


‘gesichert 


3. Sonstige Verbindlichkeiten (Other loans) davon 


durch Grundpfandrechte gesichert (Secured 
by mortgages) 
Von diesen Verbindlichkeiten’ sind vor Ablauf von vier 
Jahren faellig (Due within four years) 


VI. Andere Verbindlichkeiten (Current: liabilities) Gees 
less than four years) 


1. Verbindlichkeiten aus Fouen und Leistungen 
(Accounts payable, trade) ;.. 


2. Verbindlichkeiten aus der Annahme gezogener ` 


- Wechsel und der Ausstellung eigener Wechsel 
{Acceptances and notes payable) . ` 
Verbindlichkeiten- gegenueber Kreditinstituten 


mit einer Laufzeitvon weniger als vier Jahren `. 
(Liabilities to banks having a maturity of less ` 


than four years) 
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4. Erhaltene Anzahlungen (Advances received from 
customers) ` : 


5. Verbindlichkeiten Gesentiebar verbundenen 
Unternehmen Cartes to associated com- 
panies) 


6. Sonstige Verbindlichkeiten Dee 
liabilities having a maturity of less than four years) 


VIL Rechnungsabgrenzungsposten (Deferred income) 


VIII. Bilanzgewinn (Accumulated profits not allocated to, 
reserves) ' 


Figure 2 


STANDARD INCOME STATEMENT OF A GERMAN COMPANY 


(AKTIENGESELLSCHAFT) 


. Umsatzerloese (Sales) 


-l 


2. Erhoehung oder Verminderung des Bestands an. 


fertigen und unfertigen Erzeugnissen (Increase or 
_ decrease of finished products and workin process) . 
“3. Andere aktivierte Eigenleistungen (Other production 
costs capitalized) SN Ae re f 


D 


. Gesamtleistung (Total activity) ` 


5. Aufwendungen fuer Roh-, Hilfs- und Betriebsstotfe 

` sowie fuer bezogene Waren (Raw materials and ` 
supplies and purchased goods consumed i in‘manufac- 
turing and/or sales} . š 

6. Roherttag /Rohaufwand (Gross profit/ Gross Toss) 


_ 7. Ertraege aus Gewinngemeinschaften, Gewinnabfueh- 
rungs- und Teilgewinnabfuehrungsvertraegen (Profits 
_ from pooling and profit transfer agreements) 


8. Ertraege aus „Beteiligungen (Income from investments 
in affiliates) . Se ae 

9. Ertraege aus den anderen Finanzanlagen ER from 
all other investments and noncurrent receivables) 


10. Sonstige Zinsen und aehnliche EES (omor interest 
and similar income) .. $ . 

11. Ertraege aus dem Abgang von Gegenstaeñden des 
Anlagevermoegens und aus Zuschreibungen zu 
Gegenstaenden des ‘Anlagevermoegens (Gain on 
retirement of fixed and intangible assets, investments, 
and write-ups of assets) 


12. Ertraege aus der Herabsetzung der Bauechalwert: ty 


berichtigung zu Forderungen (Provisions for bad 
debts no longer required) Fi 

13. Ertraege aus der Aufloesung von Rueckstellungen 
(Other provisions no longer required) 


14. Sonstige Ertraege (Other income) davon ausseror- 
dentliche (Extraordinary income included) .. 


15. Ertraege aus Verlustuebernahme (Recovery of losses 
under profit and loss pooling and transfer agreements) 


16. Loehne und Gehaelter (Wages and salaries) 
17. Soziale Abgaben (Social expenses) . 


. 18. Aufwendungen fuer Alforsversorquiig 'und Unter- 
stuetzung (Pension expenses or accruals) d 
19. Abschreibungen und Wertberichtigungen auf Sachan- 
lagen und immaterielle Anlagewerte (Depreciation and 
amortization of fixed and intangible assets) . 
20. Abschreibungen und Wertberichtigungen auf Finanzan- 
lagen mit Ausnahme. des Betrags, der in die 
` . Pauschalwertberichtigung zu Forderungen eingestellt 
ist (Provisions for and-amounts written off investments - 
and noncurrent receivables other than those credited 
to the allowance for doubtful accounts) 
21. Verluste aus Wertminderungen oder dem Abgang von 
- Gegenstaenden des Unlaufvermoegens ausser Vor: 


raeten und Einstellung indie Pauschalwertberichtigung -. 


zu Forderungen (Losses from the disposal of and 

. amounts written off current assets (except inventories) 
and amounts credited to the allowance for doubtful 
accounts) .. ae 
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R 22. Verluste aus dem Abgang yon -Gegenstaenden des 
Anlagevermoegens (Losses from the disposal of fixed 


-and intangible ‘assets and investments) >... ES a, Kl 


23. Zinsen und aehnliche Autwengungen (ingest and ; 
similar. expenses) ` E = S E 


24: Steuern (Taxes) 
(a): Vom Einkommen, vom a Ertag und vom Vermoegen 


: "(On income, property and SE Let ee 
» (b) Sonstige (Other) . “= ` de EE 


: 25. Aufwendungen aus EE (Losses fr San, 


profit pooling and transfer ag-eements) `.. ps SS i 
26. Sonstige Aufwendungen (Otaer expenses) - Ta = 


' . 97-Auf Grund einer Gewinngemeischaft, eines Gewinnab- 
-+ fuehrungs- und eines Teilgewinnabfuerungsvertrags 

' abgefuehrte. Gewinne (incone transferred by the 
-company under a profit and loss pooling or transfer 


` agreement) . SR Se 2 a = — 
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“28, Eed (Profit for the: 
29. Gewirnvortrag/Verlustvortrag aus Bee - Vorjahr’ 
(Balance of prior year's profits accumulated and, losses" sty 
broscht forward) .. 0. .. aa — 
30. Entachmen aus offenen‘ Rueckiagen ` (Release oi ; 
eg reserves) 
> (a) Aus der gezetzlichen Ruecklage (Release of legal, 
reserve) . TL 
(b) Aus freien Ruecklägen (Release of ‘free E — 
` 31. Einstellungen aus dem Jahresueberschuss in fiend: WW l 
.Ruecxlagen (Appropriation of profit to ‘reservés) . , 
(a) In die gesetzliche Ruécklage Appropriation to, ER 
legal reserve) - ee 
(b) In freie Ruecklagen (Appropriation ` to free 
reserves) ae 8 SS e 
32. Bilanzgewinn/Bilanzverlust, (Accumulated Defter Wi 
curitlated loss) ` .. - we te e ee 


‘ 


| A Fairer Taxon Transfers? i 
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‘Commenting on the White Paper Capital Transfer Tax (Cmnd 5705), Dr BAR RY E o ` 
BRACEWELL-MILNES contends that ‘The Government should have followed. oe. $4 


the normal practice of recant years by. opening the subject to public discussion. , ate 


before adopting a definite policy. The capital transfer tax is open to such: 
serious objections that whe sublet cannot. be regarded as closed. f 


NUMBER of arguments against SE: taxes atid increases 
in capital taxes are generally zgreed to be valid. In particular: 

© capital taxes discourage sav_ng; i 

. (b) capital taxes discourage enterprise; 

(c) capital taxes. discourage farming and other forms of family 

business; , 
(d) capital taxes are costly to administer; 
(ei since capital taxes bear on saving and not spending, they do 
not increase the real resources at the disposal of government 
-- and cannot be used to ‘recuce, SE taxes or to increase 
wo poblic expenditure. 

In addition, taxes on Capital zre. already mich higher i in‘ the 
United Kingdom than abroad. 

Supporters of capital taxes: e their hole: case on 
‘fairness’, which they regard as outweighing all the other con- 
siderations combined. This distinction may be taken in thé 
opposite sense; even if equity is: created as ‘outweighing all other 


considerations, opposition to De capital transfer tax is not. 


weakened. On the contrary, it is strengthened. : 


Arguments for ‘higher capital taxes ` - - 


There is more than one possible opinion of what’is fair, and , 


` the assumption that the Goverhment’s opinion on this.-con- 
troversial question’ is the only correct one is regrettable. The 


Government’s ‘proposals appea- not to have been thought’ 
through: some of their consequences would be the opposite’ of l 


what the Government themselves say they desire.) 


“The reason for these contrad:ctions is perhaps thé TRER 
-mènt’s apparent belief that the concept of fairness is intuitively. 


` ‘obvious’ and generally agteed. In reality, it is neither. The 

‘Government have indicated orly in the. broadest terms the 
. rationale of the proposed taxes ọn capital as a contribution to 
fairness. When, the logic of the proposals is examined, they can 


bè seen to.be counter-productive for the ends they z are intended - 


to serge, -© >. Bat ne 
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Thev wealth tax Green Paper (Cmnd 5704) says: “T'he Govern- 
ment is ‘committed to use the taxation system to promote 
greater social and economic, equality. This E a ‘redistribu- ce 
tion of wealth as well as income.’ 

The term ‘redistribution, of wealth” i is a misnomer. Wealth i is 
not redistributed by capital taxation; it is appropriated by the - 
government and makes a small contribution to the general’ 
pool of government expenditure. It is in no sense hypothecated 
for the benefit of the poor; and if it were, it. would still not be 


‘redistributed’, since it would be spent rather than saved. The: .` 


ownership of wealth requires the voluntary. participation of the « - 


, owner, whether poor or rich; and — under. governments of 
both parties in recent years — ‘the fiscal and economic ES has 


been deep-y hostile ro song, 
In a wozld where capital is ‘in short supply; it is unjust that ae 


-saving should yield a zero or negative return; spenders are having 


a free ride on the back of savers. This injustice afflicts dl savers, 
rich and poor; the remedy! is to redress the balancé in-favour of 


<- saving. 


If it is dered to ‘redistribute. wealth’, the ee , 
should bz zoncentrated at the bottom of the scale. The govern-". 


ment’s policy is the opposite.— to reduce the. yield at ‘the top of ` 


the scale (where it is already negative) without improving it at the ;. 
bottom. Tais is-‘redistribution of wealth? in a negative sense — 
reducing the share o the rich without i increasing the share of the 
poor. ' 


“Ability to pay oo 
“The wealth tax Green Paper says: ` oe e 
‘One of the main purposes of ‘personal direct taxation is to, ` 


„share out the. burden. of taxation fairly” in accordance with 
ability tc pay. In this country we haye come to think of income 
as the mmin yardstick of taxable capacity — and have sought to ` 

‘promoce a ‘greater equality through d progréssive income tax. 


However, i income by itself i is nota an adequate measure > of taxable 


year/_oss for the year) - ee RE 
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capacity. The GE of wealth, Steeg it eee income 
or hot, adds to the economic „resources of a taxpayer’ so that 
the person who has'wèalth as well as income of 4 given size 
necessarily has a „greater taxable capacity than one who has SR? 
iricome of that size.’ 


-This use of the terms ‘ability to pay’ and ‘taxable: samy? 


illustrates the argument that the concepts of ‘fairness’ informing 
the Government’s policy are neither intuitively obvious: nor 
generally agreed. It is tautologically true that anyone who saves 
a part of his income has by virtue of that saving a greater 

‘taxable capacity’ or ‘ability.to pay’ than he would have if the 


money had been spent; but.it does not follow that he ought for’ 


that reason to be taxed more heavily. If the mère existence of 
taxable capacity justified additional taxation, it would justify the 
, total expropriation of capital and would make saving impossible. 
“For purposes of. policy, the concept of ‘ability to pay’ is 
vacuous. Decisions about what is fair have to be taken on the 
different ground of the balance between spending and saving at 
different levels of income and capital. 


If government takes the whole. of the yield, the return Bou 


saving is zero. A zero yield for the.saver is no more fair or 
sensible than a zero wage for the worker; tax at 100 per cent of 
the yield represents the extreme limit of what can be justified in 


terms of fairness. Most people would consider 100 ree cent too 
high. 


Social divisions - 
‘The Green Paper also says: “The Tandana purpose of 


` — the-wealth tax is to make the distribution of the tax burden 
accord more closely with taxable capacities and thereby contri- 


bute to the creation of a more equitable society in which social . 


divisions characterized by differences of wealth are reduced and 
in which social and economic power created by the possession 
ot, wealth is less concentrated than at present’. By far-the greatest 


concentration: of social and economic power created by the 


possession of wealth is to be found within government itself; 
this concentration has been increasing rapidly in recent years 
and is already too large to be healthy. The proposed capital taxes 
would aggravate an undesirable trend and- are the opposite, of 
what the situation requires. 

Use of the taxation system .to. promote ‘greater social et 
economic equality’ is apparently the same idea as ‘the creation 
of a more equitable, society in which social. divisions charac- 
terized by differences of wealth are reduced’. The natural 
meaning of these. words is that. the Government aim to reduce 
differences in. life- styles and living’ standards between the 


richer and poorer sections of the population. It’ is implicitly ` 


assumed that the inequalities of spending and spending power 
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reet response to a negative yield: is negative saving — a 
reduction of capital through additional spending until the point 
is reached where the yield is no longer negative. 

The argument of this paper is expressed in terms of nominal 


` returns to saving, not real returns after allowance for inflation. 


In so far as prices are rising, the argument is doubly 
strengthened; first, because inflation tilts the real balance of 
taxation even further against savers and in favour of spending; 
and secondly, because inflation tilts the real balance of taxation 
even further against richer savers relatively to poorer savers. If 
inflation and the rate of interest are both 16 per cent, then the ` 
poor saver whose income tax rate is zero is at least able to 
maintain the value of his capital, whereas the rich saver taxed 
at 98 per cent is suffering capital erosion at almost the full rate 
of inflation. In other words, inflation increases the amount and 
scope of the negative ‘yields suffered by the richer taxpayers. ` 
When taxation turns yields negative at the top of the scale and 
saving is consequently futile or impossible — as in present-day 


- Britain:— a further increase in capital taxation on the rich 


` 


rise and fall together; a rise or fall in any one, of the inequalities ` 


_ of spending, income, -and vo implies a rise or fall in the 
other two. 

-This implicit assumption is correct generally; but it is not 

"| correct invariably. With minor exceptions, saving is irrational 


unless it yields a positive return. Capital is scarce, just as labour. 


is scarce: neither is a-‘free good’, nor ever has been nor perhaps 
ever will be, It je therefore both sensible and fair to pay a 
. return to labour (wages, salaries or other remuneration) and a 
‘return to capital (interest, dividends or other-yield). 

_ For labour, this principle has never been breached. by 
graduated taxation; however high the top rate of tax on earnings, 


it has always ‘been: less than 100 per cent. It would be both’ 


unjust and inefficient for the tax to exceed this rate: taxpayers _ 


would be. at pains to see that their earnings did not exceed the. 


critical level. But the same argument applies to capital. 


. When taxation turns the yield from saving negative, normal . 


‘relationships are reversed. Saving reduces not only spending but 
also purchasing power; and it is irrational to save, just as it is 
` irrational to work, when marginal earnings are negative. The 


> ys 
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broadens the range over which the only rational response is to’ 
draw savings down by, spending. As the -increase in capital’ 
taxation makes these taxpayers poorer, so they spend more. The 
normal relationship between wealth and spending is reversed; 
the normal relationship is based on a positive return to saving, 
but here capital taxation has turned the yield negative. 

Since it is the richer taxpayers whose spending is increased 
for this reason, the inequality of spending rises as the inequality 
of wealth falls. The inequality of spending rises more than the 
inequality of wealth falls, and inequality in total rises. This 
result ‘is not just temporary, but permanent. f 

As long as taxation takes less than x00 per cent of the yield, 
reductions in the inequalities of wealth and of spending are 
complementary. When taxation turns the yield. negative, how- 
ever, reductions in the inequalities of wealth and of spending are 
alternative, and indeed competitive; the more the reduction in 
the inequality of wealth, the more the-increase in the inequality, 
of spending and of inequality i in total. - 

In How Much Inequality? (Institute of Economic Affairs, 
1974; The Accountant, June 20th) Messrs G. Polanyi.and J. B. 
Wood have conducted the first serious appraisal of existing 
statistics on the subject. They have shown that the conventional 
interpretation of the Inland Revenue death duty statistics 
incorporates absurd assumptions (for example, that 24 million 
adults own nothing at all) and is heavily biased towards over- 
stating the concentration of wealth. 

The statistical basis for the policy of ‘redistributing wealth’ is. 
in fact as insecure as the conceptual basis. The Government 
have not said what they think the concentration of wealth ought ` 
to be;-they have merely said that it is too large although no one ~- 
including the Government — knows to within a wide ‘margin of 
error how large itis! > ` 
Lifetime cumulation “2. 3" 

Lifetime cumulation — the principal innovation in the capital 
transfer tax ~ is based on the fiction that it is possible to prescribe 

a fair pattern of graduated taxation for a generation or more 
ahead: But the concept of fairness inherent in .graduated 
taxation is the relationship of known ‘quantities, as when an 
income tax schédule is applied to incomes within a single year. 
This cannot hold good for cumulation over time. i 

The one certainty about the future is that it is uncertain. . 
None of-the relevant variables is known for even a short period 
ahead, let alone for a generation or more. The higher the rate of 
inflation, the worse the injustice; and it is notable that. the 
Government intend to introduce lifetime cumulation at a time 
when inflation is more rapid than ever before in United 
Kingdom history. 

The unfairness of lifetime cumulative graduation is com- 
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parable with the unfairness of caanging the graduated schedule 
of income tax unpredictably aid by large amounts within a 
single year, at a time when seme taxpayers have paid their 
income tax bills and others have not. Obversely, lifetime 
cumulation of earnings for parposes of graduated taxation 
would be unacceptable — for the simple and cogent reason that 
it would be unfair because too nany of the relevant magnitudes 
are changing by ‘arge and unpredictable proportions. 

The White Paper on capital -ransfer tax said: “The Govern- 
ment do not consider it appropriate to continue in its present form 
the special 45 pez cent reducticn for estate duty now accorded 
to agricultural land and certain business assets nor to continue 
the specially favourable treatment accorded to woodlands. 
They have, however, taken acccunt of this in fixing the rates of 
.. capital transfer tax, particularly in the lower ranges, at levels 

substantially below the existing estate duty rates. Furthermore, 
they are considering the possibility of continuing some relief 
for full-time working farmers and businessmen in respect of 
agricultural land and business assets.’ 

The White Paper was seriously in error on this point. The 
rates of capital transfer tax ere below the rates of estate duty, not 
particularly in the lower ranges, but only in the lower ranges; 
at the top of the scale, the rates are the same. If it was fair to 
offset the withdrawal of the 45 per cent relief with a reduction in 
rates, this reduction should m equity have been extended 
throughout the scale. 

In a free society, there is no Clear boundary between personal 
wealth and business wealth. The case for the 45 per cent relief 
was never one of principle; it was rather that estate duty was so 
heavy that something had to te done, both in equity and for 
economic reasons, to mitigate tte damage it was doing to private 
businesses. 

The real solution to the prcblem was and is to reduce the 
rates of estate duty. The Government’s policy is the opposite 
one, of replacing estate duty with the heavier overall burden 
of the capital transfer tax. 

The case for the 45 per cent relief is now stronger, not 
weaker, than before, since the burden of capital taxation on 
transfers is being increased. Private business activity represents 
a dispersal of social and economic power which is desirable both 
for business reasons and in equ:ty. It is particularly ironical that 
the proposals in the White Paper should add so heavily to the 

_ burdens of private business mm the interest of reducing the 
concentration of social and economic power; their effect will be 
the opposite. 


An alternative approach 


All taxes on investment income and its parent capital form a 
single complex burden, bearing on saving and avoided by 
spending. What matters fer faxness between one taxpayer and 
another is the relative burdens of taxation on saving and 
spending, rather than the pattern of taxes on saving. 

It follows thet death duties and gift taxes are alternatives 
rather than complementary. Bcth are forms of tax on saving and 
indeed on a particular transaction, namely the transfer of capital. 
It is circular and illogical to treat the height or increase of one 
tax on a group of taxpayers as a pretext for raising another 
similar tax on substantially the same group of taxpayers. 

Taxes on saving already rise to more than roo per cent of the 

. yield; they are already too high to be fair. The addition of a 
capital transfer tax at rates comparable with those of estate duty 
‘would make the system Jess fa r, not fairer. 

This point is well brought out by the table on page 11 of the 
Green Paper Taxation of Capital on Death: A possible Inheritance 
Tax in place of Estate Duty (Cmnd 4930, The Accountant, 
March 30th, 1972). The yield of UK death duties is compared 

_ ona number of different bases with the yields of similar taxes in 
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other courtries in 1969: although the UK then had no com- 
prehensivz gift tax, its position relative to the other countries 
was alwe~s high and almost always the highest. A fair com- 
parison tates into account the combined or total weight of taxes 


‘on saving; it is unfair to treat one heavy tax on a group of tax- 


payers as a reason for levying another heavy tax on the same 
group of <axpayers. E 


Avoidar ze 





The usua pretext for this practice is the alignment of gift taxes 
with deat*. duties in the interest of anti-avoidance. This argu- 
ment is i logical; even if one gateway is closed, at the cost of 
substanti: unfairness, the capital transfer tax can still be 
avoided -m its entirety by emigration or by spending. The 
opportun-y for these forms of avoidance is as wide open as 
ever, and the motive is strengthened by the increase in tax on 
transfers. The bias of the tax system against saving and in 
favour oi spending is already far too heavy to be fair; and 
avoidance would be increased, not diminished, by the capital 
transfer tax. í 

The eating system of estate duty is more logical and less 
unfair thaa the capital transfer tax. The taxable event is deter- 
mined by "he date of death. Estate duty does not attempt to plot 
an unknown future or prescribe the graduations of ‘progressive’ 
taxation z generation or more ahead.. 

A maja inequity of the new system is its failure to provide for 
any form of the quick succession relief available under estate 
duty. If te heir dies shortly after the testator, it is outrageously 
unfair tc levy full rates of capital transfer tax, perhaps at 75 per 
cent, on zach occasion. 

Estate duty is also logical in levying only a limited tax on 
gifts and making the liability to charge depend on the proximity 
between ʻe gift and the death. The fault of the existing system 
is the excessive length of the inter vivos period. The arguments 
against l#=time cumulation are relevant, although on a smaller 
scale, Tae longer the period of cumulation, the more the 
inequity: seven years is too long to be fair. 

The texation of capital would be made less fair, not fairer, if 
estate duty were replaced by a capital transfer tax. The major 
inequities of estate duty would be removed by a reduction in the 
rates, pazicularly the higher rates, and the removal of transfers 
between husband and wife from liability to charge. 

The in2quities criticized in this paper are partly the conse- 
quence ct the high rates of tax proposed. The argument rests 
upon a e=nse of fairness somewhat different from the Govern- 
ment’s, but which is submitted to be more reasonable and to 
stand up Detter to critical examination. 

This sme sense of fairness, moreover, is likely to conform 
more closely to that of the taxpayers who would be subject to the 
capital transfer tax. Recent comment suggests that it would 
not be <ccepted as just by the taxpayers concerned, and 
must therefore be expected to place an insupportable burden on 
standard of tax morality which have generally been high in 
Britain, 7. tax on lifetime transfers offers the opportunities of a 
lifetime, not only for avoidance, but also for evasion. 

Increszing emphasis on fairness in taxation is to be welcomed, 
but the capital transfer tax would make the system less fair, not 
fairer. A fairer system would require a reduction in the present 
heavy bias against saving and capital in general and, in particular, 
a lower <iling for the graduated rates of estate duty. 

It is particularly unfortunate that the Government have 
stated thir intention to make the tax retrospective to March 
26th. Te fact that governments of both parties have made 
increasir z use of retrospective legislation in recent years does 
not mak= the practice any less inequitable, and it is ironical that 
a tax introduced on grounds of fairness should be made retro- 
spective 
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T a time when the headline ‘Cash 
Crisis -in Industry’, or something 


‘like it, appears with depressing regularity _ 
in practically every kind of financial ` 


publication, itis timely to reprint the 
1974. accounts of The Great Universal 
Stores to prove that by no means every 


. company in the land is in dire distress. To 


prove, in fact, that there. are companies 


_of immense financial strength and of. 


immense financial conservatism ‘coping 
with present strains and stresses. 

As Sir Isaac Wolfson wrote to share- 
holders in his’ statement accompanying 
the: accounts, 
diversified nature of our activities is a 


. source of strength “and. we continue to 


improve management. techniques. Our 


accountancy procedures are conservative 


and the strength of financial resources is 
evident from the balance. sheet’, 

" A year ago. Sir Isaac referred to the 
problems the country would face if 


inflationary pressures continued at the . 


‘rate then evident. Those pressures have 
intensified since then and Sir Isaac 
` comments: ‘there is no easy panacea for 
dealing with the current economic diffi- 
culties, but frequent changes in monetary 
and economic policies, unrelated’ to 
supply and capacity, tend to produce 
results diametrically opposite’ to those 
desired. These policies are subordinated 


to the short-term political cycle and ` 
is usually blamed for the ` 


business 
inevitable setback that finally ensues, 
People respond to incentive and en- 
couragement and not to bureaucracy and 
frustration.’ 


No magic wand 
‘The central problem of inflation, and its 
` effect on energy and raw material prices, 
labour costs, employment and industrial 
relations’, Sir Isaac considers, ‘can only 


be resolved by mutual co- ‘operation on an" 


international level, as ‘well as at home by 
government, management and unions. 
Whilst it is very natural and desirable 


that the national wealth should be shared’ 


` out in fair and equitable form, it is also 
essential to increase its ‘size for without 


_ new creation there can be no additional. 


benefits.’ 
There will, in ‘the natural way of. things, 
be people who disagree mh Sir eae s 


‘the homogeneous: yet: 


“margins’. 


i 


views, but to ‘all but the extremes. of 
‘political thinking his views must be 


considered to: state fairly the problem 
and equally fairly the solution. There is 
no, magic wand.that will cure’ inflation, 
for only through mutual. trust and 


‘confidence between government, manage- - 
ment and unions can there be any Kind of ` 


a solution at all. 


While frustration and Gate and 
, mistrust persist, so will inflation. Sir 


Isaac appreciates that. ‘the country, and 
indeed the Western World has several 
hard years ahead in dealing with. these 
problems and the attendant balance of 
payments and liquidity difficulties’, But 
just as there is international’ action that 
can be taken, there is national action to be 


taken ~= particularly in the United t 


Kingdom..with, reference to ‘the strain 
currently imposed on EE cash 
resources. ` Í 

ACT burden - ` l 

On that particular issue Sir kaca says that 


‘the adverse effect on companies’ liquidity - 


in the UK of . demanding advance 
corporation tax on dividends is: obvious 
and needs no further comment. The 
suggestion that business can- borrow to 
finance this burden indicates a new con- 
cept of liquidity. It is in fact no less than 
a compulsory interest-free loan in a 
period of high borrowing costs.’ 

Again it has to be an extreme opinion 
that cannot acknowledge that the Budget 
last March, recognized as oppressive at 
the time, has proved far more oppressive 
than anticipated. And yet the argument 


SÉ .. put forward by industry for ‘relief from 


this ‘clearly-too-onerous burden of ac- 
celeration taxation payment-is twisted by 
extreme comment into industrial demand 


~ for a subsidy or hand-out. 


» Great’ Universal Stores’ trade for the 
first four months of the current year is 
running ahead of last year ‘but there are 
signs on all sides of cost escalation 
(unrélated to increased - productivity), 
more taxation and control of profit 
Invariably at this stage Sir 
Isaac reports rising profits, but. this time 
he simply assures shareholders ‘we are 
doing everything possible to give a good ` 
account of ourselves in "he current 
financial year’. 


‘Investment, Property ar and 


Analysis 
Homogeneous yet diversified is a well 
considered description of Great Universal ` 
Stores’ activities; The analysis of turn- 


` over and profit provided in the directors’ 








report is as follows: , V 
Turnover . Profit 
(Outside before 
Division Group) ` Taxation 
£000s £000s 
Retail 509,068 155,811 
Manufacturing, ` Merchanting r 
and Travel, 49,752 4,394 
Overseas (mainly retail) 133,472 12,146 
£692,292. 72,351 








11,356 








Finance 
ai . ` ` 83,707 
Deduct Loan Stock Interest of ` ; 
_ Parent Company s f 688 
d . . £83,019 


ee y Ke 


‘Retail’ covers mail order, household 


stores and multiple shops and stores, and . ` 
. within that ‘balance the group has 


always been able-to cope with ‘changing 
credit and hire-purchase regulations and 
to provide a firm trading base. Overseas 
the group operates in France, Belgium, ` 
Holland, Austria, Sweden, Canada, South 
Africa and Australia, Manufacture covers, 


` furniture, bedding, upholstery and cloth- 


ing. | 
Investment, property finance and geg 
includes Whiteaway Laidlaw (Bankers) 
and - General Guarantee Corporation, 
which is largely H-P finance. Great 
Universal has interests in office develop- 
merits in Manchester and Paris and, in | 
travel, owns the oe company. _ ` 


Property . 


Group freehold and leasehold properties 
in the UK and overseas were profes- 


-sionally valued as at April 1st, -1973, and 


showed a surplus of more than £110 
‘million over book value. The surplus has ` 
not been incorporated in the accounts. 
The directors’ report states that, ‘Edward. 


. Erdman. & Co have informally advised 


that the value of the United Kingdom 


- properties as at March 31st, 1974, would 
be such as to result in an overall surplus of 


approximately £90 million at that date.’ 
` Without writing in the property sur- 

plus, net equity assets rose from £277 

million to £312 million in the past year. 


` 648 


Net current assets at £246 million 


. against £222 million, and the stabilizing 


effect of the provision of £70°& million 


.for unearned profit, service charges and 
collection 


costs, emphasize 
strength and conservatism. 


financial 


Expansion continues. Lennerds, the 


188 ‘shops-strong shoe multisle, was 
bought: during the year, and work has 
begun on a new, partly-autometed mail. 


“order distribution. centre of 603,000 sq. 
ft. Since the end of the financial year 
$15 million of longer term money has 


been raised on the Eurodollar market to 
fund bank: borrowings of overszas com- 


„panies. - 


j 
t 


Betting Office Licences 
APITALIZATION of the value of 
betting office licences; with the 


consequent reduction in the goodwill: 


element, is one of two factors sub- 


„stantially strengthening the asset base 


z 


-of Leisure & General Holdings. Building 


of five new mozor, inns was he other 
main influence on a rise frm {4-21 
million to £6-44 million in fixed assets, 
with the betting office licence. capitaliza- 


tion the cause of a reduction ir goodwill ` 


from £2-61 million to £1-51 million. 


Betting office licences are now valued ` 


at the excess of consideration paid over 
the. net tangible assets acqiired. In 
previous. years, on the acquisition of 
book-making concerns, the ccst of the 
acquisition of the betting office licences 


-was included in goodwill anc at April 


30th, 1973, amounted to £1-23 million.’ 
Showing the value of these licences as a 


The chairman comments that his is the 


` method adopted by the majori-y of other 


quoted „companies . «whick have book- 
taking interests’. 


` 


Telefusion and VAT ` ` 
HE 'Telefusion TV. rental company 
is taking a cautious line on the matter 


of retroactive value added -tax on TV. 


rentals in respect of the. company’s 
financial year to April 27th, 1974. The 
situation, reports the chairmar, Mr J. C. 
Wilkinson, i is that although the company 


is now entitled, to retain £211,300 arising: 
„On pre-August 1972 rental agreements 


following defeat of. the Government 


amendment on VAT in the House of, 


D 


THE 


ACCOUNTANT 


colour evista sets and aerisis ae 
at the year-end stood at {21-cz million. 
The depreciation charge is considered 
‘more than adequate’, with that view 
supported by the point that dng. the 


current year the sale of the company’s ` 


London rental business for {2-79 million 
produced a profit of some {£50>,000 over 
book values. 

.The financial year’s cash Za — up 


20 per cent at £783 millica — was,. 
however, insufficient to cover the further: 


. investment in colour rental, the additional - 


-fixed asset is in line with currert practice. . 


stocks needed for the company’s new 
Trident discount store, and the demands 
of the manufacturing companes in the 
rou 

. Sale of the London rental irserests has 
helped the cash situation, and the 
chairman states ‘that the company is 
maintaining profitability consi:zent with 
an improvement of group Hquid re- 
sources arising from growing zash flow. 
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Stock Market Statistics 


HE latest issue of The Stock ‘Exchange 
Fact’ Book, - published under ` the 
authority of The Stock Exchange; covers 
the quarter ended June 28th and shows 
that the total market value ‘of all -listed 
securities was 2-3 per cent lower’ than in 
June 1973. However, the value of quoted 
British equities fell in the 12 months 
by 48 per cent to {27,751 million; in the 
quarter from April to June of this year 
alone these’ stocks fell by 16-7 per cent. 
No .company’s market valuation in- 
creased over the year, though six did 


_duting the quarter; these were Boots, 


Courtaulds, Reed International, Bowater, 
Metal Box and British Home Stores. . 
The only sector whose market valuation 


increased during the year was gold 


mines — up by 74:2 per cent at the end of 
June and, of course, considerably more ` 
since then. 





Dalgety’ S Exchange: Rate Problems 


ALGETY, the internatioral agency, 
pastoral and food group, ts seeking 


“an amendment to its articles concerning 


borrowing powers, so that :n future - 


allowance. may be made for tke effect of 


changes in currency exchaage rates. 


Presently, group borrowings are limited 
to one and a half times the stere capital 
and share premium account, wiza the limit 
expressed in sterling terms and -emaining 
constant unless new shares are issued. 
It:does not change with veriations in 
exchange rates even when those varia- 


tions, which have become i-creasingly 


. frequent in recent years as tre result of 


floating exchange rates, have the effect 
of increasing the sterling value of the 
group’s overseas assets and Lorrowings. 


: Making that point the directors comment 
. that the problem is aggravatec. in that no 


Commons, it has been decided not to | 


take the amount to profit unl the out- 


` come: of an appeal on a test” case by 
`", Customs and Excise. i 
Depreciation charged in the Telefusion 


accounts at £486 million wes 204 per 


cent higher than the, previous year, 
` reflecting an =ncreased investment in, 


Loan Capital 


‘account is taken of retained earnings no 


matter where they arise. 


The consequences of defining the 


borrowing limit in this way :s illustrated 


` by the table below, reproduced from the 


Had exckange rates 
and 1974 


annual accounts. 
remained fixed between 197: 


the increase in the borrowing lmit would . 


have almost ‘kept pace with ncreases in 
both shareholders’ funds and ‘oan capital. 
In reality the fall in the valce of sterling 


“over ‘the ‘period has meant that the bor- 
rowing limit failed. to show a SE 
-increase. 


The table shows how exchange ‘rates: 
have aggravated a situation in which the 


‘ borrowing limit does not increase in line 
` with shareholders’ funds and loan capital. 


Indeed, the borrowing limit would not 
have increased: at all had new shares not ` 
been issued for acquisition purposes. 

Under these circumstances the existing. 
borrowing limit could well be exceeded ` 
merely as a result of a further fall in the- 
value of sterling against other currencies, 
and without am neg money being , 
borrowed. 

"The intention is to change the borrow- 
ing limit to an-amount equal to one and 


‘a quarter times the adjusted total of 


capital and reserves of the group as shown 


by the latest. consolidated accounts, but - 


adjusted to.reflect certain changes since ` 
the date of such accounts, in. particular, 
alterations in currency exchange rates. 

The effect of the proposals. will be to 
increase borrowing powers as defined 
from’ £73°74 million to Zroroz million . 

ased:on the accounts to June 3oth, 1974, - 
and adjusted to reflect subsequent acqui~ ` 
sitions and changes in current exchange 
rates to September 30th, 1974. 


3 g WER 5 
30.6.7.971 ` 30. Fe 1 974 A 30.6.1974 `, 
2 As Rezorted As Reported As Adjusted S ‘ 
Using-ctual ` Using Actual Using increase in . lacrease in 
Yeas End - Year End ` 30.6.1971 . Column 2 » Column 3 
Excfenge Exchange , Exchange . Over _ Over 
Reps > Rates Rates Columa-1 Column 1- + 
` ` Cie £000s ` £000s per cent per cent 
Borrowing Limit 36532 66,553 | 66,553 - +68-3 ‘468-3 
Shareholders’ Funds 46.552 99,158 ~>. 81,380 +1116 +73-7 : 
g 2£ 02 43,426 +106-0 ` +802 


49,658. . 


- ACCOUNTANT’ 
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Yes, there'is.a totally secure, high performance investment. Standard Life. 
Peace of mind for yo u. And for your client. 










As an advises with your 
client totally dependent on 
your judgement, you can’t 
afford to take any chances. 
Any more than your client 
can afford to takea low return. 

It’s a problem. Because 
most safe investments aren’t 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 

A Standard Life policy. 

Standard Life, with assets 
of EI ,000, 000, 600 is the 
country’ s largest, most ` 
consistently successful, 

‘ mutual assurance office. It 

gives your client total security, 

excellent life cover and a first- 
class return on his money. 

Now what more could he 
ask of you? 









With profits endowment assurances taken out 
at age 30 and maturing after Ist March, 1974. 





Term in 

years , 

Tota! Net db 
Outlay y 

Amount 


Paid 


The net outlay ae assume that income tax’ 
was paid at the appropriate standard rates. All 
figures relate to policies effected in the U.K. 





STANDARD LIFE | 


For peace of mind. 


Established 1825, Assets exceed $1,000000000. 
Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 








H. 
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The Institute of Taxation 


PRESIDENT: DESMOND F. AIREY, F.C.A. F.C.C.A., FTIN 
VICE-PRESIDENTS: R; J. PICKERILL, F.C.A., F.T.1.1, D. «. PYNE-GILBERT, F.C.A., F.T.. 
AND M. G. SPOFFORTH, F.C.A. =. TALI. 

SECRETARY: A. A. ARNOLD, F.C. 5S., ETA 


The Institute of Taxation exists to promote te study of, and the interchange 

` of information about, taxation among members of d ferent professions. Conferences 

and lectures are held and members receive regule - circulars, digests of tax.cases 

and annotatec copies of legislation. Representations are made on technical SE 
of taxation. — 

Those not qualified for membership may subscribe to a scheme under which 
they receive ell the publications, except that the c -culars are occasional only and 
deal with general. matters as distinct from those of specialised professional interest. 

Full ,ariiculars of membership, which is by examination, and of the subscriber 
scheme may 2e obtained from: ` ` ; 


The Secretary: The Institute of Taxation, Cliffed’s Inn, London, EC4A 1DE. 


b 





- PDSA-a cause near 























and sceme dont even snknow it 


The People's Diss=nsaryforSick ` financial support would no doubt 
Animals was esta? ished in 1917 and wish to be reminded how this may 
is the only Society -ounded continue after their death.) 
exclusively to pro~ de free treatment We will gladly send you further 
for the sick and in ı red animals of information about the work of the 
those unable to eford private ` PDSA and matters concerning -. 
“veterinary fees. Ic permanent - donations, bequests, legacles and . 
` treatment centresend moblle units covenants. a 
handle nearly ari llon cases a year Please contact: The Hon. Treasurer, E 
| In England, Scotlzad, and Wales | People's Dispensary for Sick Animals, i 
alone. PDSA House, South Street, Dorking, 
To continue its ecensive veterinary Surrey RH4 2LB. 
and educational vrk the Society H 
needs funds. It is rork that many of 
your clients wou support in their 
hearts. Some mec wish to take the 
opportunity of erc orsing this moral 
support with a chaitable bequest i Im: 
their will. (Otherswho already give ; 


D 





caring br the fiendsofinan 
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AVING survived the third Budget 

this year it-might be as well for 
financial market operators as well as 
the nation at large to recognize that the 
days of one Budget a year have gone 
for ever. Series of measures at various 
points of the year have beenintroduced 
regularly by successive Chancellors of 
the Exchequer from Mr Callaghan 
onwards in the past decade. 

It is beyond even the combined 
forces of the Treasury and the Bank of 
England to calculate, judge and even 
guess the correct measure of action to 
take to last from one end of a fiscal 
‘year to another. 

Adjustments are needed during the 
execution of even the best-laid plans. 


Even accountants have been known to. 


indulge in second thoughts, or re- 
assessment or more mature con- 
sideration, as outside factors alter the 
force of earlier decisions. But Chancel- 
lors of the Exchequer, especially new 
ones, are expected by some miracle 
of judgement to get the entire national 
economy under control as the result of 
decisions taken over a period leading 
up to a Budget to be presented in 
April and to some degree not im- 
plemented until months afterwards. 
Contents of an interim Budget may 
not be any more acceptable than those 
of a full-scale operation, but the 


introduction of an interim Budget is’ 


not necessarily the cardinal sin it is 
so often held to be. More irequent 
tuning of the economy is surely pre- 
ferable to annual major changes of 
control. 


SHARE DEALINGS 


The Stock Exchange seems much 
quicker than it used to be in the matter 
of investigating suspect share dealings. 
Inquiries into dealings in the shares of 
the Gallaher and FMC companies 
during the period before and after 
news of take-over bids have been 
added to the existing list. These in- 
quiries are lengthy and detailed affairs 
covering all share deals with, naturally 
enough, concentration on who dealt 
and when. 


Further than that, stockbrokers are. 


THE 
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called on to provide information on 
any conversations or inquiries that 
did not, in fact, lead to actual business. 
Stock Exchange findings now name 
names where naming names is con- 
sidered necessary to point to any 
possible irregularities — insider dealings 
in particular. 


INSURANCE LEVY 


The insurance industry is still. mightily 
incensed at the Government's pro- 
posed policy-holders’ protection fund 
scheme (The Accountant, November 
7th). The establishment of the in- 
dustry considers the scheme a levy on 
the prudent to preserve the reckless. 

‘It may be just that, but the in- 
surance industry has not acted as 
urgently as it might have in attempting 
to control its rogue elements ~ 
although the British Insurance 
Association and the Life Offices As- 
sociation are quick to make the point 
that rogue companies are outside the 
Associations, so that it falls upon 
those inside to perform the rescue 
operations. 

_ There is a feeling among critics of 
the Associations that there is still a 
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determination within their ranks that 
one rogue company at feast — and 
with it the policy and investment fund 
holders — will be made to pay for the. 
damage inflicted on the industry. 


THE GOLDEN BULL 


The gold market, moving towards 200 
dollars an ounce for the precious 
metal, has all the signs-of a bull 
market feeding on itself..There is, it 
seems, no. real concern with (he posi- 
tion of gold as a commodity but 
purely with the matter of buying 
because gold is in a bull market and 
there is more buying ahead. 

From the beginning of next year 
Americans will be free to buy gold and 
it is on the prospect (it is considered in. 
bull market terms an utter certainty) of a 
new wave of New Year buying that 
buyers are pouring money into the 
market now. This situation is of the bull ` 
market essence since it cannot pos- 
sibly either be judged or denied. 

That being so, it lends itself to 
forecasts of a gold price soaring 
through 300 dollars. Such a forecast 
as that can neither be judged or 
denied either. 


Rates and Prices 


Closing prices, Monday, November 11th, 1974 


Bank of England Minimum Lending Rate 


Money Rates 


Oct. 19, 1973 ..114% April 5,1974 ..124% Daytoday 5 -10% Bank Bills 
Nov. 13,1973 ..13 % April11,1974 ..12 % 7 days 104-11% 2months 114-114% 
Jan. 4,1974 ..123% May 24,1974 ..112% Fine Trade Bills 3 months 113-1134% 
Feb, 1,1974 ..124% Sept. 20,1974 ..114% 1month .. 124% "A months 113-113% 
- 2 months .. 124% 6 months 123-124% 
. 3 months .. 122% 
Finance House Base Rate 
November 1st, 1974. 12% Three Months’ Rates. 
Local authority deposits .. ie SI it 3 
: = ` Local authority bonds... ss ~ 
FT industrial Ordinary Index Sterling deposit certificates 114-117% 
November 11th, 1974, 194-2 Euro-sterling deposits - 133 -143 % 
Euro-dollar deposits 98 10} % 
Treasury Bills Foreign Exchanges 
Sept.6 .. £11-2348% Oct.11 .. £10:9495% New York... 2:3275 Frankfurt.. 5-9550 
Sept. 13.. £11:0868% Oct. 18 .. £10-8850% Montreal 2:3000 Milan 1553-00 
Sept. 20.. £10-9593% Oct. 25.. £10-8907% Amsterdam 6:1400 Oslo 12-8050 
Sept.27.. £10-9764% Nov.1 .. £10-9770% Brussels .. 88-8000 Paris 10-8950 
Det, A .. £10:-9795% Nov.8 .. £10-9840% Copenhagen 13-8750 Zirich 6-5400 
Gilt-edged , 
Consols 4% x Si Cri 248 Treasury 9% 1994 584 
Consols 23% .. Se .. 15} Treasury 84% 84-86 DOS 
Conversion 34% ae oa » 218 Treasury 84% 87-90 573 
Funding 34% 99-04 .. : f 254 Treasury 63% 1976 94.3; 
Funding 54% 78-80 .. 753 Treasury 33% 77-80 72% 
Funding 54% 82-84 .. GAS Treasury 34% 79-81 70% 
Funding 53% 87-91 í 454 Treasury 5% 86-89 434 
.Funding 6% 1993 434 Treasury 54% 08-12 34% 
Funding 63% 85-87 ^.. SS 554 Treasury 24% 158 
Savings 3% 65-75 = ex 953 Victory 4% 984 
Treasury 94% 1999 623 War Loan 34% .. 20% 
Retail Price Index (Jan 1962 = 100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 1553 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 168-7 169-3 170-2 
1973 171-3 172-4 173-4 176-7 178-0 178-9 1797 1802 181-8 185-4 186-8 188-2 
1974 1918 195-1 196-8 203-5 206-4 208-5 210-4 210-6 2128 
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Centenary of The Accountant 


Sir, — It would noz be right for this particular Institute to allow 
the occasion of the Centenary of The Accountant to pass by 
without some sort of comment. 

` If we have achieved anything in our particular professional 
sphere, it must be, in no small order, due to the unfailing support 
that we have had from your publication. You recognized at a 
very early stage the contributior: that a modern internal audit 
department could make to ths efficiency and profitability 
of a company, and have supported us to the greatest extent from 
that date. 

The professional world woulc be much the poorer without 
the independent and informed opinions that have been pub- 
lished in your publication over zhe last hundred years. I have 
to take your record over the first few years on trust, but I can 
vouch for your support over the Last decade or so. 

My Institute hopes that your publication will continue for at 
least another hundred years, and will enjoy equally as great a 
success over that period as you have achieved so far. 


Yours faithfully, 
ALASDAIR MURRAY, 
President, London Chapter, 


n 2 ‘Tue INSTITUTE OF INTERNAL AUDITORS: 
London EC4. : 


Wealth Tax 


Sir, — May I expand on Peter R. Pennington Legh’s excellent 
article on wealth tax (Octobe: 17th issue)? He points out, 
rightly, that if a man is to have tte use of his skill, then some men 
will acquire moze of this world’s goods than others. They 
always have . . .-when the Emperor Julian had 3,000 lots of 
land distributed to the poorer classes, within a short time they 
were in the hands of the richzst citizens. I go further: why 
should there be a wealth tax at all, and why, for that matter, 
death duties? 

Taxation of any sort is a redistribution of income totally 
without moral Zoundation. There is a practical reason for 
taxation, namely to provide thcse basic services that would not 
otherwise be provided, such as defence against aggression — 
both internal and external. 

The record of the British state in this respect is abysmal; it 
makes no effort worth calling an effort to maintain law and 
order, but permits thugs and terrorists complete freedom of 
action, with little or no retribution if apprehended. Our penal 
system is weighted in favour of the ungodly, and we either have 
no effective sanctions or place 3uch severe restrictions upon the 
use of the effective sanctions zhat they are inefféctive. Sancti- 
monious humbugs prate about penal reform, while honest 
citizens are attacked and assaulted with impunity. 


Our hard-earned taxes are crittered away by politicians and 
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bureaucrats producing vast and unneeded empires such as the 
social service: directorates, woolly-minded in conception, 
incompeteatly managed and debilitating to the moral fibre of 
the nation. Capitalism has little of which it need feel ashamed. . 
all it needs is a competent defence against the calumnies and 
lies of its cetractors. ` ` 

The oporobrium that has fallen upon the institution of 
capitalism has been generated by the activities of the new 


_ spivs, the pornographers, the gambling-empire tycoons, and 


property and commodity speculators. Honest folk deprecate the 

amassing cf great wealth through spurious and evil activities, and 

a society £t to survive should eliminate them smartly. I do not 

believe that any resentment is caused to normal people be 

industrialists who acquire wealth — provided that they accept, 

as those who are more blessed than their fellows should accept, 

that with wealth goes responsibility to those less fortunate. 
Noblesse lige — this is what is so sadly lacking in our modern 

society. 

Yours faithfully 


Sundercand, JOHN LAURENCE, 


The Money Supply 


Sir, — In his article ‘The Money Supply’ (October 24th), Mr 
Trigwell seems to have difficulty in accepting that the banking 
system can expand ‘money’ well beyond pure currency in notes 
or coin. The ability for such SE can easily be demon- , 
strated by example: ; 


Assume a banker Iends 90 per cent of deposits; A deposits 
£100 ir notes; The banker lends £90 on overdraft to B; B pays 
£90 to C who is then in credit by that amount; The banker 
lends £81 (oo per cent of £90) to D; D pays £81 to E who is in 
credit by that amount; 

We conld or course go on and on, but at this stage we have A, 
C and E with credit balances of £100, Zoo and £81. The fact 
that B ard D have overdrafts will not prevent A, C and E from. 
drawing zheques on their accounts up to the balances standing 
to their credit. A debit on one account is a credit on another 
account :n the system, so the system will not break down if A, 
C and E are extravagant. 

It is apparent that the original supply of £100 in notes has 


. created spending power considerably in excess of that amount. 


Likewise a withdrawal or destruction of notes would have an 
exaggeraced effect. 

Obviously a payment by A, C or E to somebody outside the 
banking system would have a restricting effect similar to the 
destruct-on of currency notes. It is interesting to consider that . 
this is tne effect of a trade. deficit, where our payments out 
exceed cur receipts in. 

A trace deficit is therefore deflationary, counterbalancing the 
inflationary effects of ‘printing money’ (an over-simplification, 
but sufEcient for the moment) to meet a government deficit. 
That is why inflation is not as bad as our huge government 
deficit would otherwise justify. 


Yours faithfully, 


Dorckester, Dorset. -EDGAR A. ALBROW, F.c.a. 


Surcharge on Advance Corporation Tax 


Sir, — — refer to Mr Kenneth Sherwood’s kite-flying letter in: 
your czrrespondence column of October 24th. 

It is customary in this country to include the proposed 
divider in the profit and loss account, partly on account of the 
matchimg, concept, but mainly to show the retentions of the 
compary or group without further arithmetic. Consequently 
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. the Sen dividend is eege? in the balarice sheet as 4 
current liability (which it is not). 

Since ACT is payable soon after the proposed dividend and 
cannot normally be set off against the corporation tax due for at 


least 21 months, this is also brought into account for the same- 
reasons, as a current tax liability. Surely this DEE SES 


also to the additional payee 
In short: 


(1) The additional SA is connected to the ACT, the ACT ` 


is connected to the proposed dividend, and the proposed 
` dividend is connected to the group profits of the year. 


(2) The company is connected to the subsidiaries, and the 
associated companies are connected, somewhat tenuously, 
-to the holding company. 


- Yours faithfully, 


Bromley, Kent. D. NAPPER. 


H 


Weaknesses of the Tax System 


Sm, — Your editorial of October 31st does well to take note of the 

‘tendentious nonsense’ being put about by people who ought to 
know better in relation to tax avoidance, which is legal, Ke tax 
evasion, which is not. - 


But of course we are now, unfortunately, working: in a 


` different environment. Her Majesty’ s Ministers set the tone for 
the rest of the country. If, as I think, a Chancellor of the 
Exchequer belittles his office, one cannot be surprised wai a 
much lesser official seeks to flatter by imitation. 
- A truth which all would do well'to admit is that the present 
“tax system’ no longer meets the many demands made of it. It 
_cannot be, successfully, a source of revenue to government; a 
sophisticated economic regulator; and a method of transferring 
wealth from-the rich to the poor. 
The first objective can be securéd very easily by a National 


Contribution which, with its ‘negative aspect’, could go some- 


way towards helping the less fortunate. The second should be 


abandoned anyway, as there is now sufficient evidence to show | 
system which conjures profits out of unsold purchases and 


that “economic regulation’ is undesirable and ineffective. 

The third objective, as history teaches us, can be achieved 
only by force, is temporary in effect and needs the continual 
application of force to bring about fresh transfers. 


-Yours faithfully, 


- Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 


The Treasury Ostriches 

Sir, ~ The distortions of the Treasury growth figures, to which 
I have repeatedly drawn attention (The Accountant, March ` 
7th and April 4th), are now so blatant that a foreign trade 
deficit of £1,209 million, for the second quarter of 1974 is 
transmuted, in the.constant price table, into a surplus of 
£79 million — an 8 per cent distortion of the gross domestic 
product! 


The following data is EE from the October Economic 
Trends, Table 1: 


` Excess of imports of goods and ser- -At SE Ate constant 
vices over exports ` -> prices -. prices 
SCH WM E ` `£ million £ million 
1972... 140 145 
1973 -. ni fhe tax 1,844" 414.. 
1974: Ea y P 
` First quarter SE e 1,283 _ 49 
Second quarter 1,209 oer 


(#export surplus): 
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` The’ alarming Sege -is not so DE that the normally 
. conscientious statisticians have buried their heads in the sand, 
but that they Provide Mr ‘Healey. with -sand-castles in place of 
bricks. 

‘I now turn’ (said Mr Healey, March 26th) ‘to the issue which 
must form the core of any Budget speech -the Budget judgement’. 
For that purposé, Table 4 of the Financial Statement is crucial. 
The following table is derived from: 


- (1) Table 4 of the 1974-75 Financial Statement. 
(2) ‘Table 4 of October Economic Trends. 
(3) Ditto, after correcting for the above distortions. 


Gross domestic product (orro 


at 1970 prices:. (x) (2) (3) 
1972 : SN Ge .. 103°7 I04'0 ro04'0 
1973 a SE 109°4 109'4 1073 

First half .. I109'3 I109'2 1075 
- Second half .. I109'5 I109'6 107'2 
1974, ` , 

First quarter 1060s gr 

Second quarter ; ; 109°2 IOI'3 > 

First half (forecast) 1o4'1* 1076 = og: 


I have posted copies of this letter (as a matter of courtesy) to 


_ Mr J. Hibbert, Central Statistical Office, and Wë view of the 


urgency of the matter) to Mr Healey. 
Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, F.c.a. 


Taxation of Stock Profits 


Sir, — I understand that the allied accountancy bodies and the 
CBI partly attribute industry’s current cash difficulties to 
taxation of stock profits. Clearly my pre-Solomons education 
was sadly lacking — or perhaps I dreamed that stocks were 
normally valued at the lower of cost or market value? - 
Has double-entry book-keeping been replaced by some new 


unrealized expenses? 
Yours faithfully, 


Chelmsford, Essex. ` C. W. PRYKE, F. er, A. 


-Taxation of Wealth — 


Sr, — Mr Moore’s letter in your issue of October 31st might 


` have been written by a Left-wing politician, rather than by 


_ one whose professional training should have taught him con- 
cern for the truth as manifested by facts. 

The unsupported and, indeed, untrue assertion that there 
is ‘a vast amount of wealth held by a small minority of the 
country that has been accumulated in the main either by 
inheritance or by speculative dealings’ and the suggestio falsi 
inherent in the words ‘that what wealth there is should be 
owned by such a tiny proportion of the community’ together - 
demonstrate his wilful ignorance.of the facts (he does not 
get many marks for grammar, either). I say ‘wilful because Mr 
Pennington Legh’s article, about which Mr Moore was writing, 
actually discussed — albeit briefly — some of the latest estimates 
of the distribution of capital and income in this country. 

Before Mr Moore wrote his letter as a member of our pro- 
fession, he should first have taken care to ascertain the facts. 
I suggest that he reads How Much Inequality? a monograph by 
Polanyi and Wood published in June by the Institute of Economic 
Affairs [ate Accountant, June 20th]. When he has done this, he 
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should reconsider d view he: expresses jn the final paragraph, 


of his letter. 


Senior members of - “the elected government of the day’ 
frequently make unsupported and untruthful assertions on` 
this subject, such as those of which Mr Moore is guilty. The’ 
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Wi hope thet M Mr Moore will dùly, recognize that Mr Pennington 


Legh’s stztements about the role of accountants in fiscal policy: 


his-last eas "o 


vast majority of the members >f our profession adhere to the 
discipline which demands that we Geen for the mete in the 


` pursuit of truth. 


have ma merit, and that he will therefore ask God ‘to ignore 


- E faithfully, ` si E 
‘BRUCE SUTHERLAND, F: C.A; 


Shipston- “Stour, Warwicks. 


Britain ‘Lacking i in Leadership’ 


Aion Call at Northern Dinner 


EADERSHIP is the first requirement 
if adequate measures are to be taken 
to restore the present econom® situation 
to something approaching normal’, Mr 
Kenneth J. Skarp, T.D., MA., FCA., 
President of 'The Institute of Chartered 


. Accountants in England. and Vales, told 


members and guests of the Northern 
Society of Chartered Accountants at 
their annual dinner recently. “The causes 
of and cures for inflation are "he: subject 
of a debate between different groups of 
economists; bu: while the debate goes 
on we see little or no positive action to 
restore the situation.’ 

Replying to the toast of thz Institute, 
Mr Sharp said that the cortinued in- 
flationary pressures in the Urited King- 
dom must be a cause of concern to every 
thinking person. 

‘Their effects are leading © to major 
and sudden changes in our society, 
changes which whether or not ‘they are 
good in themselves, are taking place at a 
speed which cannot be accommodated by 
any civilised community. Perhaps, how- 
ever, the most worrying aspect is the 


‘total lack of indication by anyone in - 
‘public life of the measures which are to 
be taken.in order to restore tre situation ` 


to something approaching no-mal. 


. No time to wait l 
‘We cannot wait while time sorts out the 


right from the wrong. Indezd, there is 
strong reason to believe that both schools 


` of economists may be right, because the 


scourge we are now suffering appears to 


stem from several different causes. 


_ in the short run there may be little-we can , 


‘Part of our inflation is inzported, and 


do but grin and. bear it, so far as that 
portion is concerned. Part arises from 
what I call “redistributive inflation” — 


“the inflation’ generated through social 


policies which, in “the context of an 


‘economy 40 per cent of the g-oss national 


accustomed cueing the 
. 1960s. 
‘A further part arises in ry opinion | 


product of which is absorbed. by ceatral 
arid local government, is bozad to lead 
to. some inflationary pressure znd is to a 
large extent responsible for ~ae sort of 
levels of inflation to which ve became 
“TOOS 


from excessive expansion of the money 


supply. I would not presume -o express a 
. view on the relative merits œ the ñon- 


monetarist and monetarist schools of 
economic analysis. 

‘What I do know is thatit iscontrary to 
common sense to suppose that <eliberately 
to continue to increase the money supply 
will not be inclined to leac zo he ap- 


pearance of inflation. Inflatimn is, after ` 


all, nothing more than the neasure by 
which the money supply ircceases at a 


_ faster rate than the productive capacity of - 
-the economy.’ 


Creating distortion 
The President said that continued 
expansion of the money suply while 
seeking to impose artificial res-rictions on 
prices and wages — restricttons which 


` themselves created distortiot. and were, 


if continued long enough, as Jamaging as 
inflation itself — was rather liz sitting on 


the lid of a saucepan while tu-1ing up the - 


gas beneath and then expressing sur- 


, prise that the contents were boiling over. 


‘It would be foolish tc ignore the 
possibility that part of our in=ation arises 
from excessive wage settlem<ats —.a fact 
implicitly recognised by the TUC in its 
welcome commitment to the social 


contract, a commitment wich I believe 


recognises the responsibilitics which all 
influential persons and «-ganisations 
must accept.in a democratic society. ` 
‘None of this has anythine directly. to 
do with boom and slump, theagh the lack 
of confidence which is beirg caused by 
the failure of successive Zovernments 


and a 
. the. internal aspects of our inflation can 


effectively to tackle this major ‘problem 


-is very likely to lead, and is showing 


every sign of leading, to a slump which 
might. well make thé experience of the 
1930s pale into insignificance. 

‘I believe adequate measures to contiol 


be taken, and indeed must be ‘taken, 
without abrogating the principle o of full 
employment.’ . 


Professional ideals © 
The. toast of the Institute had een 


_proposed by Mr R A. S. Sisterton, 


F.R.1.C.S., who spoke of the reference of ` 
the professions to the Monopolies Com- 
mission. 

‘There was ‘now clearly a tendency for 
divisive attitudes to be adopted in ` 
Britain, and the professions had a role to 
play in defeating that idea. At the. same 


‘time, they would have to fight: to: keep 


their integrity. 

‘The recent joint statement on the 
valuation of company property assets 
issued by the Chartered Accountants and 


. Chartered Surveyors [The Accountant, 


February 21st], was evidence of a 


‘combined approach to mutual problems 


and the real advantages of working 


`- together. 


‘Iti is no use for people i in. Britain to call 
for a “‘re-moralisation” approach if they 
cannot recognise the real worth of the 
professional approach — not only in. the 
professions themselves, but throughout 
trade and commerce. The professional 


approach includes acceptance of res- 
_ ponsibility, and the intent to work at full 
_ stretch without an overriding regard for 


immediate advantages.’ 
Following the speeches, Mr Raymond 


CG Wilson F.C.A., the President of the 
Northern Society who presided ‘at the’ 


dinner, presented a silver coffee pot to. 
Mr Sharp i in appreciation of his work 
the Society. 
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Company Directors 


Mr Cryer asked the Secretary of State 
for Trade if he will introduce legislation 
to alter the existing company law to 
prevent directors of companies which 
have gone into compulsory liquidation 
from forming new companies. 

Mr Caro Davis: The matter is 
presently being considered in relation to 
our proposals for future legislation. 


Hansard, November 4th. Written 
answers, col. 39. 


Publicly Quoted Companies: 
Share Valuation 


Mr STANLEY asked the Secretary of 
State for Industry what will be the basis 
of valuation of shares in publicly quoted 
companies acquired by the National 
Enterprise Board and in companies made 
subject to nationalization legislation. 

Mr Herren: I must ask the hon. 
member to await the proposals that will be 
put before the House in due course. 

Mr Sran_ey: Will the Minister at least 
give a minimum assurance that the valua- 
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tion of the companies to be nationalized 
will not be lower than their market 
valuation on the date on which the 
nationalization legislation is published? 

Mr Herrer: I cannot add to what I 
have said. The proposals will be put 
before the House in due course. 


Hansard, November 4th, Oral answers, 
col. 674. 


Redundancy Payments 


Mr Raten HowELt asked the Secretary of 
State for Employment how redundancy 
payments are made in the case of a bank- 
rupt firm. 

Mr Jonn Fraser: A statutory redun- 
dancy payment becomes due when an 
employee’s contract of service is termin- 
ated in certain specified circumstances. 
If the employer is unable to make this 
payment because he is bankrupt, or for 
any other reason, the employee can make 
a claim for the amount due to my 
Department. He will then receive his 
statutory entitlement direct from the 
Redundancy Fund, provided my right 
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hon. friend is satisfied that the employee 
cannot obtain this entitlement from the 
employer within a reasonable period of 
time. My right hon. friend would then 
take steps to recover on behalf of the fund 
the employer’s share of any such payment 
made. 


Hansard, November 4th. Written 


answers, col. 73. 


Insurance 


Mr Ernest G. Perry asked the Secretary 
of State for Trade if he will make a 
statement on the solvency and stability 
of the British insurance industry. 

Mr Cuinton Davis: The British 
insurance industry continues to have a 
justified reputation world wide for its 
dependability and makes a major con- 
tribution of about £400 million a year to 
our foreign currency earnings. The 
industry has dealt remarkably well with 
the exceptional situation that it has had to 
face at home and abroad in the past year. 
I am confident that the industry generally 
is sound and stable. 

A few smaller companies have, however, 
got into difficulties and the industry has 
shown its strength by mounting voluntary 
schemes to rescue most of the policy- 
holders concerned. Nevertheless, it is 
sensible for us now to give a firmer and 
more organized security to policyholders 
and we have, therefore, announced a 
compulsory scheme as an additional 
precaution. 

Hansard, November 6th. 
answers, col. 181. 


Written 


Scottish Chartered Accountants’ Dinner in London 


At the Scottish Chartered Accountants’ 
London Dinner. Mr W. S. Risk, B.COM., 
C.A., FCMA, J.Dip.M.A., President of The 
Institute of Chartered Accountants of Scot- 
land, centre, with Mr G. A. Loveday, T.D., 
Chairman of The Stock Exchange, /eft, and Mr 
J. Pearcy, C.A., Chairman of The Association 
of Scottish Chartered Accountants in London, 
pictured at the Association’s annual dinner at 
the Savoy Hotel on November 4th. 

‘As briefly reported in last weeks restricted 
issue, Mr Risk emphasized that the function 
of government ‘is to create and maintain the 
conditions in which industry can operate 
successfully, and the function of industry is 
ultimately and fundamentally to make profits’. 

He believed that further interference in the 
management and control of industry by the 
Government would be a retrograde step 
which could only do harm to industry, and 
added : ‘The managers of British industry may 
not be perfect in every respect — few people 
are — but they do a magnificent job in 
circumstances which are steadily becoming 
worse — including the effects of inflation’. 
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Crisis of Liquidity 


‘Severe and Intractable Problems’ 


“™=F"HERE is no swift panacea for in- 
flation — certainly not one that is 
likely to be politically acceptable’, the 
Deputy President of The Institute of 
Chartered Accountants in England and 
Wales, Mr J. P. Grenside, C.B-E., F.C.A., 
said last week. Mr Grenside was respond- 
ing to the toast of the Institute at the 
annual dinner of the South Eastern 
Society of Chartered Accountants. 
Accountants had an important role in 
helping business to meet the ‘severe and 
intractable problems’ of inflation. No 
financial statements should be prepared, 
and no profit plan or cash flow projection 
developed, without making a realistic 
allowance for inflation. 


He hoped that the Chancellor of the 
Exchequer, in framing his forthcoming 
Budget, would pay heed to the many 
pleas for an easing of the liquidity 
squeeze on industry — including the 
accountancy profession’s recent memor- 
andum to the Prime Minister [The 
Accountant, November 7th]. 


Cash planning 


Accountants must constantly ensure that 
their clients appreciated the need for 
cash planning. “This is vital’, Mr Grenside 
declared, ‘if they are to survive a liquidity 
crisis. 

‘It demands continual monitoring of 
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cash flow projections, and the establish- 
ment of contingency plans to cope with 
emergencies. Remember that the only 
funk-hole in a real crisis is likely to be the 
bank. So negotiate a bank commitment 
for as high a facility as you can — but keep 
as much as possible unutilized for 
unforeseen disasters or emergencies. 

‘Indexation to mitigate inflation 
psychosis, and arrest the flow of invest- 
ment funds into non-productive assets, 
merits closer examination’, he concluded. 
‘But an essential part of any remedy 
must be a marked increase in produc- 
tivity.’ 

The toast had been proposed by 
His Honour Judge John MacManus, 
aper 

Mr R. B. M. Knight, F.c.a., President 
of the South Eastern Society, proposed 
the toast of the guests, to which Miss 
M. D. Cosgrave, M.A.; LL.B., Vice- 
President of the Sussex Law Society, 
responded. 





An Outstanding Distinction 


Presentation of ICMA Gold Medal 


HE coveted Gold Medal of the Insti- 

tute of Cost and Management Ac- 
countants has been presented to Mr S. J. 
Careless, F.C.A., F.C.M.A., J.DIP.M.A., a 
member of the Accounting Standards 
Steering Committee and the first Presi- 
dent of the ICMA’s Wolverhampton 
branch. 

Making the presentation at last week’s 
annual President’s Dinner of the Institute, 
at Painters’ Hall, London, the President, 
Mr Denys E. Edmonds, F.c.M.A., said 
that Mr Careless had played a distin- 
guished part in the affairs of the Institute, 


A popular speaker 


Stanley Careless, said the President, had 
been a regular and much-sought-after 
speaker on professional and general 
management subjects at numerous In- 
stitute conferences and courses. He had 
not spared himself in giving many 
significant papers at branch meetings, to 
the benefit of a great number of members. 

‘He has made a special contribution to 
the work of the Institute by his com- 
prehensive study of matters concerned 
with tax and company legislation. His 
thorough knowledge of these has enabled 
him to speak with authority and to serve 
as the Institute’s representative on the 
taxation sub-committees of the Account- 


ants’ Joint Parliamentary Committee and 
the Accounting Standards Steering Com- 
mittee. 

‘He has served with distinction as a 
member of several working parties set 
up to study exposure drafts, leading to 
the statements of standard accounting 
practice.’ 





Mr Careless became a member of the 
Institute in 1945, and of its Council in 
1956. He is a former chairman of several 
of its committees, and a Past-President of 
the ICMA Birmingham ` Students’ 
Society. 


Distinguished company 
Presentation of the medal brings Mr 
Careless into membership of a very 
select company; it has been conferred 
no more than 23 times in all since the 
Institute was founded in 1919. Previous 
recipients have included Mr (now Sir) 
Ian Morrow and Dr J. M. S. Risk - 
both Past-Presidents of the Institute. 
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Amsterdam Meeting 


CASS took another step forward last 
he in its ambitious programme 
of European liaison with a visit by 18 
accountancy students to Amsterdam. 

The purpose of the visit was to enable 
the students — members of the ACASS 
executive and representatives from UK 
students’ societies — to obtain a first- 
hand introduction to the workings of the 
Dutch accountancy profession and to 
enable ACASS delegates to attend the 
second meeting of the European Account- 
ancy Students’ Study Group (EASSG), 
the body representing six national 
students’ societies in Europe. 


Opportunities 


Shortly after their arrival in Amsterdam 
on Friday afternoon, the students attended 
a seminar at the Hotel Krosnapolsky on 
the subject of the Dutch accountancy 
profession and on the opportunities for 
accountants in Europe in general. Mr 
Arnold Meyer and Mr Paul David, of 
the Amsterdam office of Arthur Young, 
outlined the history of the Dutch profes- 
sion and explained that although the 
profession dated back to 1895, it had only 
been formally recognized by the govern- 
ment since 1962 and had only been 
organized in its present form as the 
Nederlands Instituut van Register- 
accountants since 1967. There was a 
membership of about 3,500 with some 
12,000 students. 

Mr Meyer pointed out that it was 
possible for English chartered ac- 
countants to practise in Holland and 
stressed the great opportunities which 
existed in Europe for young accountants. 

There was much discussion on the 
changes likely to take place in the 
auditor’s function in Europe in 
the future. In particular, the problem 
of possible conflicts of interest for the 
auditor who has to report to both share- 
holders and workers was considered — 
workers’ councils are already in existence 
in Holland. 


Eight years’ course! 


The visitors were able to gain an im- 
pression of the Dutch students’ view of 
the profession at a meeting with a number 
of Dutch students arranged by the Dutch 
student society, Vereniging van Account- 
ancy Studenten, on Saturday afternoon. 


Most found the prospect of an eight 
years’ course which the Dutch students 
must undertake somewhat daunting, but 
were envious of the government-enforced 
minimum starting salary of about £2,300 
which the Dutch students receive. 

The meeting was followed by a joint 
dinner with the Dutch students after 
which the visitors were free to sample 
the varied night life of Amsterdam. They 
also had an opportunity to see Amsterdam 
by day with a trip by barge round the 
canals and harbour on Saturday morning, 
and many found time to visit Amster- 
dam’s excellent shopping centres. 

At the EASSG meeting on Sunday, 
much of the time was spent discussing 
papers presented by the various national 
societies on their examination systems 
and on proposals for reform. 

ACASS was represented at the meeting 
by Paul Hendrick, Andy Pott, David 
Steeds and Mike Hill. At the end of the 
discussion a joint statement on examina- 
tions was agreed [see separate note]. 


Extension of membership 


The meeting discussed a number of 
other items including the creation of a 
European accountancy students card, 
and the extension of the EASSG’s mem- 
bership. The formation of a national 
students’ society in Norway was wel- 
comed and it was agreed to make a joint 
approach to the Institut der Wirtschafts- 
prifer to press for the establishment of a 
German students’ society. 

The delay in the establishment of 
formal links between the EASSG and the 


Union Européenne des Experts Comp- a 


tables (UEC) was regretted and it was — 
agreed to continue to press for formal 
recognition of the EASSG by the UEC. 5 


‘Local’ problems Ee: 
Some time was spent discussing the local 
problems of individual national societies. 
Most delegates were surprised at the 
continuing practice of restrictions on the 


transferability of training contracts in the vi E 
British Isles and the meeting agreed 7 


unanimously to support ACASS’s fight 


for the abolition of these restrictions and 


for a minimum guaranteed salary for its 
members. a, 
The students returned on Sunday — 


evening feeling that the visit had been a * ` 


success both in terms of the detailed d 
discussions held at the Sunday meeting 
and in terms of the more informal con- 
tents with the Dutch and other European — 


accountancy students. The students were 7 
also appreciative of the warm hospitality di 


of the Dutch students during their visit. 





REVISED SCALE OF 
EXAMINATION FEES 


Fees for the English Institute’s ‘Pro- 
fessional Examination I’, as from January 
Ist, 1975, have been announced as £18 
and for ‘Professional II’ £22. From the 


same date, as noted in ‘Roundabout’ on 


August 29th, the fee for the present 
Intermediate examination will be £12, 
for Part I Final £13, and for Part II 
Final £14. 

Fees for the Foundation examination 


range from £5-50 for a single paper to £12 ` a 


for the full examination, according to the 
number of papers taken. The fee for a 
referred subject will be £6 in either part 
of the Professional examination, and 
£5°50 in all other cases. 

There is no official confirmation that 
the increases are responsible for an 
abnormally heavy entry for the November 
1974 examinations. The  Institute’s 
Examination Committee hopes to avoid 


NOTIFICATION OF ICA EXAMINATION 


RESU 


LTS 


Subject to unforeseen circumstances, a list of candidates successful at the 
September 1974 Intermediate examination of The Institute of Chartered Ac- 
countants in England and Wales will be displayed at Chartered Accountants’ 
Hall, Moorgate lace, London, on Monday, November 25th, and will be pub- 


lished in The Accountant of November 28th. 

In addition, each candidate may expect to receive by post at the earliest on 
Monday, November 25th, a notice stating whether he has passed, been referred 
or failed, together with details including any prize awarded, or, if unsuccessful, 
particulars of his performance in individual papers. 

The Institute cannot give information of results by telephone or telegram and 
cannot entertain any inquiry as to whether results are available. 
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a repetition of the delay which occurred 
in publication of the May 1974 results, 
but has nevertheless stated that “The 
committee reserves the right to delay 
the issue of results again if this should 
prove necessary, since it believes that a 
proper consideration of every script is 
more important than meeting a time 
limit at all costs.’ 


STUDENT ACCESS TO 
ICA MEMBERS’ LIBRARY 


A long-standing bone of contention has 
been removed by a recent decision of the 
Council of The Institute of Chartered 
Accountants in England and Wales to 
allow students the use of the Members’ 
Library at Chartered Accountants’ Hall. 
This decision reflects the Council’s view 
that students should be encouraged to 
read more widely, beyond the immediate 
requirements of the examination syllabus 
as contained in their textbooks. 

To avoid congestion at peak periods, 
students will be admitted to the Library 
only between the hours of 3 and 5.30 

.m. Both reference and lending facilities 


_ will be available. 


ICA PRIZEGIVING 


Presenting prizes last week at Chartered 
Accountants’ Hall to successful candidates 
in recent examinations of the ICA in 
England and Wales, Mr Kenneth Sharp, 
T.D., M.A., F.C.A., President of the 
Institute, said that the occasion was a 
very pleasurable one — to congratulate 
not only the prize-winners themselves, 
but also to state that success would not 
have been possible without the co- 
operation and sacrifice of wives, girl- 
friends, boy-friends and parents. 

‘The prizewinners’, said Mr Sharp, 
‘have disproved the monstrous thesis 
which goes on from generation to 
generation that each succeeding genera- 
tion is worse than the last one. To be a 
prizewinner gives you a sound base. It 
indicates that you have been a good 
student and that you have a tremendous 
opportunity to build on that base so that 
your future career is likely to be a 
successful one.’ 

Continuing, Mr Sharp said that a 
successful career as a chartered account- 
ant ‘not only requires the knowledge 
which you have demonstrated, but also a 
high degree of judgement which you can 
only acquire through effective experience. 
It may well be that some of you have 
already been involved on the committees 
and in the management of your students’ 
societies — I hope you have. If you have 
not, make sure that as soon as possible 
after you take on your first post-qualifica- 
tion jobs you join your local district 
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society and that you get involved in the 
discussions and management of that 
organization. 

‘You are the cream of your year and as 
time goes by I hope to see that you 
justify that accolade which you are 
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receiving today, so that you take your full 
part not only in your professional work 
but also in developing that profession so 
that its standing in the world continues 
to improve as it has done over the past 
go years.’ 





London Students’ 
Visit to Canada 


During their fortnight’s visit last month to Toronto as guests of 
the Chartered Accountants Students’ Association of Ontario 
(CASAO) Malcolm Angell, Chairman of CASSL, and Anthony 

Cory-Wright, Honorary Secretary of CASSL, represented the London 
Chartered Accountant Students’ Society under an exchange 
programme between London and Ontario. They describe below their 
impressions of the Canadian accounting scene. 


HE objectives of our visit, as set out in 

our dispatch to ‘Roundabout’ of Octo- 
ber 24th, were to examine and assess the 
education and training of the prospective 
Canadian chartered accountant. We limited 
ourselves to the Province ef Ontario 
because of its size — it boasts ever 40 per 
cent of the Canadian student and qualified 
chartered accountant population — and 
because recent reforms in Ontario’s 
accounting education have much in com- 
mon with Professor Solomons’ proposals 
for the UK. The structure of the Canadian 
profession and conditions of employment 
were also given close attention. 

It is difficult to express adequately the 
gratitude due to the Council of CASAO 
who planned and organized the visit and 
to the London firms of chartered account- 
ants that sponsored it. The highlights of 
our tour were visits to the Canadian and 
Ontario Institutes of Chartered Ac- 
countants, 


and other notable occasions 


were the Accounting Educators’ Confer- 
ence at the University of Western Ontario 
School of Business Administration, and 
visits to the London, Kitchener and 
Ottawa branches of CASAO. 


Accounting education 


In 1970 important education reforms were 
put into effect by the Ontario Institute. 
These included degree entry, theoretical 
education at university and compulsory 
practical instruction run by the Institute. 
Changes were also made in the procedure 
for accrediting firms as recognized training 
establishments. 

Since 1970, successful experiments have 
been made with sandwich courses 
(‘co-op’ schemes) at Waterloo and 
MacMaster Universities and an arts 
graduate conversion course at Windsor 
University which leads to a further degree. 

In many respects therefore, the recent 
changes in the Ontario accountirg scene 





Malcolm Angell, extreme right, and Anthony Cory-Wright attending one of the Council 
sessions. Bill Cox, President of the Canadian Chartered Accountants’ Students’ Association of 


Ontario, is in the chair. 
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have much relevance to Professor 
Solomons’s proposals for the UK account- 
ancy profession and much, therefore, can 
be learned from Ontario’s experiences. 


All-graduate entry 


The concept of the university degree 
requirement and its attendant problems 
have been considered by the Council of 
the Ontario Institute of Chartered Ac- 
countants (OICA), studied by committees 
and staff since 1960 and reported on by 
educators. Since June 1965 there has been 
much public discussion on the subject 
within the province. 

University graduation as the minimum 
entry requirement was first recom- 
mended in 1959 by the Martin Report. 
Then there was Professor Hutchinson’s 
report which emphasized the advantages of 
a university education, but considered the 
introduction of degree entry impracticable 
until 70-75 per cent of students had 
degrees. ‘ 

In 1967, while reviewing the educational 
plans of the OICA, Dr Mackintosh also 
endorsed degree entry. Despite Professor 
Hutchinson’s recommendations, a decision 
was made to opt for degree entry by 1970 
when the projected graduate student intake 
was only about 60 per cent. There are, 
however, provisions for conditional entry — 
for students who are working towards a 
degree on a part-time basis — and for 
mature students, 


Typical study methods 


Theoretical education at universities is 
undertaken either through Institute ap- 
proved full-time (six weeks summer) 
course or part-time (night school) courses. 
Semester hours (credits) are obtained by 
passing course examinations and 45 such 
recognized semester hours must be ob- 
tained before the Institute’s school of 
accountancy course is attended. 

Some idea of the work this involves can 
be gained from the fact that a typical full- 
time university degree course would 
comprise courses worth 30 semester hours 
per year. Thus, the 45 semester hour 
requirement is equivalent to one and a half 
academic years of full-time study. Many 
graduates, especially those with a B.Comm. 
or MBA, will already have accumulated 
the majority of the 45 recognized semester 
hours as part of their degree, while arts 
graduates may have few or none. 

Since it is only feasible to take courses 
worth about 18 semester hours per year, it 
can take an arts graduate up to four years 
to acquire the necessary semester hours 
and to sit the uniform final examination. 
Another problem is that students who live 
and work some distance away from univer- 
sities find it difficult to attend courses 
although the Ontario Institute’s corres- 
pondence course can be used in place of 
certain university courses. 

Professor Jack McDougall of Western 
University told us ‘Although the re- 
allocation of university resources that 
these changes necessitated were easier to 
achieve during a period of university 
expansion, it is generally conceded that 
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The meal was excellent! Malcolm Angell, right foreground, with, left to right, Bill Cox, Dave 
Robinson, Frank McGoldrick, Ken Legasse, Bob Sproule, Anthony Cory-Wright, lan Stewart 


and Jim Campbell. 


there are still some teething troubles with 
the new educational arrangements.’ 

The Ontario Institute, however, is to be 
praised for placing theoretical education 
in the universities and colleges of further 
education (community colleges). However, 
there is some debate in Ontario as to 
where the line between theoretical and 
practical education should be drawn. 

The Mitchell report recently suggested 
that ‘certain subjects having a high degree 
of practicality should be taught by the 
Institute rather than at university’. 

The Ontario Institute runs two practical 
education schools which are similar in 
concept to Professor Solomons’s suggested 
practical instruction. All students register- 
ing after January rst, 1974, must complete 
a one-week staff training programme 
sponsored by the Institute. 

A four-week school of accountancy must 
be successfully completed before the final 
examination is attempted. The staff train- 
ing programme taken during the first 
nine months of registered service with 
exemption for students who complete an 
equivalent ‘in-house’ firm’s programme. 

The school of accountancy course, which 
was first held in 1971, concentrates on 
auditing, taxation and advanced special 
accounting. 


Sandwich courses 


‘Relevant’ sandwich courses (‘co-op’ 
schemes) are run by MacMaster Univer- 
sity leading to an M.B.A., and by Waterloo 
University, leading to a B.Math. first 
degree. Both courses are on a six-month 
in, six-month out basis. 

The Waterloo course is proving to be 
popular with student chartered account- 
ants, and of registrations processed during 
1973, II per cent were from students 
enrolled on the Waterloo scheme. Bob 
Payett, educational co-ordinator at Water- 
loo told us, “The chartered accountancy 
option in the B.Math co-op scheme has 
expanded from three students in 1969 to 
as many as 190 in 1974.’ 

Salaries during work periods tend to be 
low and vary for instance from Soo to $130 








































per week in the first work period. Further- 
more, government financial assistance for — 
university education can be affected by 

work term earnings. 


The Windsor programme 


Professor David A. Wilson, B.COMM., 
M.B.A., C.A., Of Windsor University, told 
us that the 45 credits ‘may be gained overa _ 
period of rr to 16 months depending on 
students’ progress’. He confessed, how- — G 
ever, to ‘a slight problem’ with students 7 
biting off more than they could chew and 
this September the University, for the 
first time, restricted those entering with 
no accounting credits to the 16-month 
programme. ai 
So far, the ‘Windsor programme’ has 7 
been popular, but the intake has tended to 7 
contain a relatively high proportion of — 
would-be CA students who failed to be _ 
offered jobs and therefore went back to. 
the university to increase their chances. 
However, Windsor University certainly 
deserves a great deal of credit for this 
experiment which promises to be a success- 
full one. Gaining semester hours at univer- 
sity in this way may well become the norm 
for arts graduates especially if the 45- 
semester-hour requirement is increased. a 
The concept of the programme is similar _ 
to Professor Solomons’s graduate diploma 7 
for non-relevant degrees, but Windsor’s 
experience does make us wonder whether _ 
Solomons’ 12-month period for conversion — 
is long enough! 


Work experience 


Students must have a minimum of two 
years’ work experience in an ‘Institute — 
approved firm’ of a practising chartered 
accountants. In March 1974, the Special 
Committee on Practical Experience re- 
commended that the minimum practical 
experience requirement be increased to 
three years and these proposals for by-law 
changes are still being discussed. 

institute approval for offices is only 
granted after a very thorough examination 
by the Experience Appraisal Committee, 
The Committee must satisfy itself that 




































~ the office can provide the necessary diver- 
sity in experience and in particular that 
not less than 50 per cent of any student’s 
_ annual chargeable hours will be devoted to 
_ auditing and not more than 20 per cent to 
_ book-keeping. 
_- Over 50 per cent of the practising offices 
` in Ontario are not approved to train 
Institute students, although this is largely 
because many firms have never sought 
j Bp Peroval. 
Zo _ Ultimately, all students sit the Canadian 


| gure uni The ‘case method’ has been used 
KE o both | a learning and as an examination 
y vehicle i in Canada for some time. 


me ‘Conditions of employment 


$ i ‘Student chartered accountants in Ontario 
are virtually all graduates and their 
i maa should be compared only with 
die students in the UK. 


of ean and London UK £ prices 
Bet we decided to carry out a cost-of- 
` living estimate for Toronto. We used the 
> same assumptions as for London, namely 
that the student was living in a shared 
 bed-sitter and worked in the city centre, 
that all educational expenses were paid for 
y the employer, that equivalent of 15p 
er ec luncheon vouchers were given, and 


' _ Cost-of-living estimate for Toronto as 
K at October 24th, 1974: 








d Can $ 
Rent ; 2 Si 
Heat, light and gas- CR £1300. 
K ` Food and flat costs ae ai 1,050 
Ka Travel to work ‘ 125 
- Clothes ` ; d 283 
~ Holiday and other travel Be 140 
< Other os 390 
3,188 
Income tax, CPP and medical 
insurance Kë Ka 1,062 
$4,250 


à Eër, this basis, a salary of $4,250 in 
; “Toronto is more or less equivalent to 
| £1,420 in London at July rst, 1974. It 
was however, made quite clear to us that 
` mo graduate student would accept such a 
__ low salary in Toronto. 

= There is little published data on stu- 
KR dent’ s starting salaries in Ontario. CASAO 
recently undertook a membership survey 
but the low response rate made the results 
unreliable. The OICA is in the process of 
' compiling its survey of students’ salaries 
for 1973 and 1974. Starting salaries vary a 
great deal geographically and with type of 
` degree obtained. The following is a rough 







G guide: 
E ‘Toronto and Ottawa - $7,500-$10,000 
-< Other . $7,200-$ 9,000 


The OICA states that ‘starting salaries 
| of graduates of Canadian Universities are 
E upwards of $7,200 per year’. Jim Campbell, 
E Immediate Past President of CASAO, told 
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us that books, university and other course 


fees, together with the effect of unpaid 
study leave can cost a student up to $800 
per year. 

Taking this into account, Toronto 
students’ starting salaries are therefore at 
least 60-70 per cent above those of London 
graduates. In fact, Canadian partners and 
students that we met could hardly believe 
the low salaries paid to UK students! 

On qualification there is no sudden jump 
in salaries — the Ontario Institute survey of 
benefits as at January 1st, 1974, shows the 
average salary for recently qualified mem- 
bers in practice as about $14,000. 

Apart from salary, students receive 
fewer benefits in kind than perhaps we are 
accustomed to in the UK. The great 
majority of students do not receive over- 
time pay or time off in lieu, two weeks’ 
holiday per year is the norm and very few 
firms pay any educational expenses. 


Structure of the profession 


The Canadian accounting profession is 
made up of ten provincial institutes to- 
gether with the Bermuda Institute. 

The Canadian Institute prevides ser- 
vices at a national level and membership 
is automatic upon admission te member- 
ship of one of the provincial institutes. 

Task Force 2000 recommended a num- 
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ber of changes in the organization of the 
profession, relationship with other 
accounting associations, and the manage- 
ment of pure and applied research and 
education. It stimulated a great deal 
of discussion, but apart from graduate 
entry wider representation on the Ac- 
countancy Research and Accounting Stan- 
dards Committee and setting up the 
Television Advisory Bureau, relatively few 
recommendations have borne any fruit. 


Conclusion 


Our visit to Canada was, therefore, en- 
lightening in several ways. Salaries for 
both students and members of the Cana- 
dian profession are a great deal higher than 
in the UK, but at least as far as students 
are concerned more is expected of them by 
their employers. 

It was difficult to leave Ontario without 
feeling that the Canadian accountancy 
profession was ahead of ours in England 
and Wales in some respects and 
particularly in the field of student educa- 
tion. (Although in fields of post qualifica- 
tion education and accounting standards, 
the UK may well be ahead). We can only 
hope that early implementation of the 
main proposals of Professor Solomons will 
enable us to catch up the profession over- 
seas in this most important area. 





Study Group Statement 
on Examinations 


At the second meeting of the European 
Accountancy Students’ Study Group 
held in Amsterdam last Sunday (reported 
elsewhere in ‘Roundabout’) the study 
group discussed the form and content of 
accountancy examinations. The meeting 
provided a valuable forum for discussing 
and comparing systems and examinations 
in force in the member countries and the 
improvements each member society 
hoped to see. 

Although it was felt that at this stage 
of the group’s development and the 
development of the profession in Europe 
it was not practicable to draw up a detailed 
programme which would be acceptable to 
all, the following statement was agreed: 


(1) The profession’s entry requirements 
should be designed to centrol the 
quality of the qualified accountant 
and not the size of the profession. 

(2) It is desirable for social and econo- 
mic reasons that the fall-out rate 
during the qualifying procedure be 
as low as possible, in particular 
during the later stages of qualifica- 
tion. 

(3) A high standard of education among, 
future chartered accountants is 
necessary if the profession is to 
maintain and improve its position 
in European society. It therefore 
follows that: 


(a) assessment should be a continu- 
ous process spread throughout 
the education programme and 
not confined to a single series of 
examinations, especially at the 
end of the training period; 


(b) students who are not suited to 
the profession should be filtered 
out at an early stage of their 
education and not spend many 
wasted years trying to qualify; 

(c) the study group favours the 
introduction of aptitude tests to 
be used to discourage unsuitable 
entrants to the profession; 


(d) there should be no arbitrary age 
limit before which one is not 
allowed to qualify as an ac- 
countant. 


(e) {theoretical education should be 
based in the universities or other 
institutions of higher education 
and full-time education is prefer- 
able to part-time or evening 
studies; 

professional education and train- 
ing should not be assessed solely 
by the traditional unseen three- 
hour examination. Instead a 
variety of methods of assessment 
should be used, including oral 
examination and the presentation 
of a thesis based on a professional 
case study. 
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Results of Examinations held in May 1974 


The S. Laurence Gill Prize for First Place in Part V: Keith Golding, Chilwell, Notts. (British Rail Engineering Ltd, 


London EC2) 


The Institute Prize for Second Place in Part V: Robert Edward Banham, Crawley, Sussex. (Esso Petroleum Co Ltd, 


London SW1) 


The Lewton Coronation Prize, Financial Management, Part V: Barry Benn MacDonald, Orpington, Kent. (Rank 


Organisation, London Wa) 


The Harold Wilmot Prize, Management Principles and Practice, Part V: Raymond John Stanbridge, St Albans, Herts. 


(Peat, Marwick, Mitchell & Co, London EC2) 


The Institute Prize, Company Law, Part V: Keith Golding (as above) 
The Institute Prize, Taxation, Part V: Sanjeen Chopra, ma N3. (Binder, Hamlyn, Singleton, Fabian, London 
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AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years of postal 
tuition experience and over 256,000 passes, it assures your success e all the principal Accountancy 
exams, and also in Banking, Book-keeping, Civil Service, Computer Pro 

Law, Local Government, Marketing, Chartered Secretaries, Transport, U 


FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 


obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE 


Dept AH3, Tuition House, London SW19 4DS. Tel. 01-947 2211. 
Or for a Prospectus only ring 01-946 1102 (24-hour Recording Service). 
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LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 


COMPANY PRINTERS 


COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and books 
Notepaper, Bills, etc., printed 


Rubber Stamps 
All office requisites 


READY-MADE COMPANIES 


38/40 FEATHERSTONE STREET 


LONDON EC1 


01—253 2977/8/9 and Telex 26287 


01—251 0344 (7 lines) 


Brochure on Isle of Man Companies 


now available. 
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A. one year old he was 
a bouncing baby 


At 18 months he was toddl- ` 
ing and a lovely, happy 
boy. 

But gradually, heartbreak- 
ingly, his muscles began 
to fail until at 15 years of 
age he caught a chill, his 
respiratory system failed 
and he could no longer 
breathe. 


THIS IS MUSCULAR 
DYSTROPHY. AS YET THERE 
IS NO CURE, AND WITHOUT 
CONTINUOUS RESEARCH 
THERE NEVER WILL BE, 


Please help the utterly helpless. Please tell your clients about us. 


Muscular 


D'So Group 
of Great Britain 
26 Borough High Street, SE1 9QG, Telephone: 01-407 5116 





Accountancy Tuition by the Metropolitan College for Examinations 


J.Dip.M.A., the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN 


MANAGEMENT INFORMATION 


The Joint Diploma in Management Accounting Services 
(promoted by the three Chartered Institutes and the 
AACA 1.C.M.A., and C.I.P.F.A.) is for the purpose of 
improving the standard of Management Accounting 
Services which the profession can give to industry and 
to provide a qualification for accountants in industry 
and those acting as consultants to industry, the posses- 
sion of which will indicate the holder is wholly qualified 
by experience and by examination in this field. The 
Certificate in Management Information (sponsored by 
The Institute of Chartered Accountants in England and 
Wales and in Ireland) is for the purpose of encouraging 


B.Sc.(Econ.), 
F.C.A., Department A146, Metropolitan College, 


E POST COUPON NOW! 


l Please send me without charge or obligation a copy of the College Accountancy Prospectus. 


i NAME 
i ADDRESS u a 
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study in the increasingly important field of Business 
Administration and Organisation. 

The subjects of examination for the J.Dip.M.A. Part |, 
and CM. for which the Metropolitan College provides 
expert postal tuition, are: Business Organisation and 
Administration, Design of Systems and Data Processing, 
Management Information and the Use of Analytical and 
Statistical Techniques Financial Management and the 
Use of Accounting Information, J.Dip.MA., Part Il 
examination comprises a thesis and a viva thereon and 
is open to candidates who have passed Part | examina- 
tion and have at least five years’ qualified experience. 
Those who qualify for the Diploma have the right to use 
the designatory letters J.Dip.M.A. 


To the Principal. B. Mendes, 


Aldermaston Court, Reading RG7 4PW. 





Examinations are held annually, each October in London, 
Manchester, Glasgow, Belfast and Dublin. 
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FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS 





Please write for full particulars to 

The Principal, B. Mendes, B.Sc.(Econ.), F.C.A., 
Department A1/46, Metropolitan College, Alder— 
maston Court, Reading RG7 4PW, or call at the 
Metropolitan College Advisory Office, c/o The 
Association of British Correspondence Colleges, 
4 Chiswell Street, London EC1Y 4UR, Tel. 
01-628 2721. 
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CA, ACA, ACMA, ACIS, ACCA, ATII, ASBI, etc 


Some 
professional 
advice for 
accountancy 
students 


If your prime concern is to make sure you 
qualify for any of the above qualifications — 
read on. The School of Accountancy has had 
over 60 years’ experience of coaching students 
for accountancy and other professional quali- 
fications. We have learned a lot in those years — 
how to coach students most effectively; how to 
help them with really personal tuition; how to 
prepare them fully for their examinations; and 
how to give that extra confidence that makes all 
the difference in the exams. SOA course material 
is easy to digest and constantly kept up to date 
with syllabus changes, trends in examination 
questions and new legislation. And yet it avoids 
non-essentials and ensures that your learning 
is as easy and efficient as possible. 


With the backing of our correspondence course 
you'll be fully prepared to add to over 100,000 
examination passes achieved by SOA students, 
many of whom have gained awards. 


We've learned a lot about how to help others. 
Why not let us help you? Find out about the 
School of Accountancy. 


/ 


ined & Business Studies zst. z910 


For full information post this coupon today to: 

The Principal, P. CATTERSON, A.C.M.A., A.C.I.S., A.M.B.I.M. 
The School of Accountancy & Business Studies 

107B Regent House or 107B Regent House 
Stewarts Road 341 Argyle Street 

London SW8 4UJ Glasgow G2 8LW 
Telephone: 01-622 9911 Telephone: 041-221 2926 
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Help your clients 
give alittle love 
where it’s needed. 


Other's may have said “unwanted” — 
but the Children’s Society tries to see that 
the 5,000 children they'll look after this 
year (many of them in one of their 75 
Homes) always feel loved and cared for. 
Please ask your Clients to remember our 


children in wills or with covenants. 


WE GIVE A LITTLE LOVE WHERE IT’S NEEDED 


Children’s Society 


Dept. 8, Kennington Rd., London SE11 4QD 


Britain’s largest adoption oganisation, homes, nurseries and 
special centres including schools for diabetic, maladjusted and 
physically handicapped children. Fostering, family casework, etc. 





School Fees 


We can offer the widest range of schemes for 
reducing the cost of independent education, 
Whether the basis is capital invested or 
regular payments out of income. 
Whether for a fixed amount of fees or for 
a sum rising in step with inflation. 
Whether parents wish to start payments even 
before they start a family, or a mere two years 
before their child enters school. 
Commission is paid to professional advisers. 





School Fees Insurance Agency Ltd 
Incorporated Life Assurance Brokers 
10 Queen Street, Maidenhead SL6 1JA 
Phone (0628) 34296 


Please post me your free School Fees Book 
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Szeto, A. (om Hong Kong 


Tan Yong Yeen, Birmingham 
Tape, P. E., Dagenham 

- Taylor, A., ‘Gateshead 
Taylor, D. CW Wallington 
Taylor, M. R., Doncaster 
‘Thomas, C. D., Birmingham 
‘Thomas, H., Bluntisham 
E L. F., Blackpool 
Thorburn, A. C. , Warrington 
Thornton, P., Dublin 
Thorpe, D., Leeds 


d Thurairajah, D. S. S., Mount 
Lavinia 
Tilley, D., Bolton 
Tingle, P., Kingston Has Thames 


Tomlinson, R.C., Selsdon 
Toombs, S. R., Bristol 

Tse Tzi Sau, Ke Hong Kong 
Tubridy, K. J., Greenford 
Tucker, B. J., Newbridge 
Turner, G. S., Leicester 

Turner, G. W., Pietermaritzburg 


Ubiaro, G. Z. E., London SW2 
Vaithilingam, S., Singapore 


Waggott, A., Birtley 
Wales, D. V., Grimsby 
Wallis, C., Penzance 
Walsh, K. J., Tallaght 

Wan Lok Peng, Ipoh 
Warburton, P. R., Manchester 
Wardale, T. A. E., Colombo 
Warrs, T., Sheffield 
Watkins, J. A., Didsbury 
Watkins, M. D. , Birmingham 
“Watts, J., Wolverhampton 
Watts, P. T., Bristol 
White, D. Vv, Southampton 
White, G. J., Chorley 


Whitehead, DA. Huddersfield 

Whitfield, P. A., i Sydney 

Wiese, H. J., Bellville 

Wijesooriya, N.M., Rajagiriya 

Wijeyekoon, H. M. J akarta 

Wijeyesekera, H., Sheffield 

Wikramanayake, V. M., Mount 
Lavinia 

Wilcox, R., Warley 

Wilding, E. H., Watford 

Wilkinson, C., Stockton-on-Tees 

Willcox-Jones, J. D., Harwell 

Williams, B., Sutton Coldfield 

Williams, K. D. , Tipton 

Wilson, A. P., Birmingham 

Wilson, J. J., Whitehaven 

Wilson, S., St Neots 

Wilson Ramsay, Pog W.; 
Norton 

Winterbottom, Na Kéiere 

Wiseman, D. J., W. 1 

Wong Chin Hong, Singapore 

Wood, A. R., Bracknell 

Woodhead, pe Castleford 

Woolley, J. K, Stoke-on-Trent 

Worrallo, J. A., Bishop’s Tachbrook 

Wright, B. A., Port Elizabeth 

Wright, D., Croydon 

Wright, G.S., Leicester 

Wright, J., Rothwell 

Wright, L. B., London W4 


King’s 


Yapp Hock Hoe, Petaling Jaya 
Yates, J., Ashton under Lyne 
Yates, J. G., Bolton 

Yeow Ka Soon, Kuala Lumpur 
Yip, D. K. W., Stanmore 
Yong Yee Gin, London NW2 
Young, J. A. S., Petts Wood 
Young, N. D., Edinburgh 
Young, W. M., Blackburn 


Zebedee, R., Eastleigh 


PARTS IV AND V 
Barrett, K. G., London NW6 
Beckett, J. G., London NW8 


Budibent, 
Holland 


Chopra, S., London N3 
Cooper, G. T., Stockton-on-Tees 
Curzon, D. J., Pontypool 


Davies, M. L., Newbridge 
Davies, R., Heanor 


Fawcett, M., Southampton 
Furseman, J. R., Winchester 


Gray, T. C., Alloway 


Harwin, C. J., Stamford 
Holloway, E, C., London SE7 


Jackson, M. M., Bolton 
Jones, A., Leeds 
Jones, E., Newcastle upon Tyne 


Kamdar, H., London Nr2 
Keeling, D. N., Solihull 

Koh Teck Seng, Kuala Lumpur 
Krishna Moorthys, C. V., Derby 


Lamb, I., Belton 
Lee Lip Nyean, Kuala Lumpur 
Leung Kwok-Hon, Hong Kong 


Marshall, T. H., Ashford 
Meikle, K. D., Birtley 


Nik Din, B. N. S., Southampton 
Normansell, CG. €: , Warrington 


Pattison, P., Halifax 
Pillow, N. C. S., Buckingham 
Pomroy, D. H., Croydon 


S. C. R., Biggin-by- 


Summary of Results 
HOME AND OVERSEAS 


PASSED 














Pratley, A. R. E, Bristol "7 
Purvis, P. C., Durham 


Rann, R. J., Redhill 
Rudd, D. E., Preston 
Ruddle, H. Cc. Croydon 


Scott, J., Carlisle 

Seah Fook Chin, Kuala Lum; nae 
Smith, M. F., Weston super 
Soutar, C. L., Watford 
Stevenson, C., Leeds 

Sugden, N., Retford 


Taylor, P. A., Wednesbury 
Tsui Yiu-Cheung, P., Hong Kong 


Walker, C. E., Upminster ig 
Warry, P. T., London SW2 ; 
Watson, P., Workington 

West, F. J., Windsor 

Whittle, W. J., Crowborough 
Williams, G. M., St Asaph 


PARTS Ill IV AND V 


Lee, A. M., Rainham 
Moseling, M., Haywards Heath 
Othman, M. S., Luton 

White, A. S., Croydon 


PARTS Ill AND V 


Bourn, R. D. L., London N6 
Riddel, J. H., Glasgow 
Smith, K., Mansfield 
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Notices 





PROFESSIONAL NOTICES 


BuLLeY Davey & Co, of Peterborough, 


E Spalding and Oundle, announce that on 


November tst,.1974, Mr N. J. CHENEY, 


L A.C.c.A., who has been in the firm’s em- 
ployment for several years, was admitted 


into partnership. 
CHALMERS, Impey & Co announce that 


Mr Nett McLaren, F.c.A., retired from 


the practice on September 3oth, 1974. He 


_ was with the firm for a period of 52 years 
and was the grandson of one of the 
| founders. He will continue his association 
| with the firm in a consultative capacity. 


Fryer WuHITEHILL & Co, Chartered 


_ Accountants, of London and the main 


provincial centres, announce the opening 
of a new office at Bel Royal House, 20-22 


- Halkett Place, St Helier, Jersey. The 
“resident partner is Mr G. Davin Woon, 


"AA who was previously practising 
_ from the London office. 


The partners of FULLER JENKS 
Bercrort & Co report with great sorrow 
the death of their chairman, Mr Jonn 


! & (Jack) Sims. He died of mountain 
sickness while on a walking holiday in 


~ Nepal. 


Prick Waternouse & Co, announce 
` with regret the death on November 8th 
of Mr Maurice Eckman. Mr Eckman, 


who specialized in insolvency work, 


became a partner in 1970, shortly after 


the merger of his firm, DANIEL MAHONEY 


Taytor & Co, with Price Waterhouse 


E & Co. 


THORNTON BAKER & Co announce a 


substantial extension of their operations 
in Scotland following their amalgamation 


with effect from January rst, 1975, with 
the Glasgow firm of Kipston JACKSON 


` McBain. With the existing Edinburgh 
' office, the Glasgow office will constitute 


the firm’s Scottish Region. The resident 
Glasgow partners of THORNTON BAKER & 
Co will be Messrs Ropert P. BURNET, 
Bruce McNeiL, WILL1AM F. GEMMILL, 









ACCOUNTANT 





ALEXANDER ROBERTSON, ALASTAIR D. S. 
ROLLAND, IAIN J. GILCHRIST, WILLIAM 
D. B. Cameron, ALastTair W. T. WHITE, 
James D. C. Macintyre, WILLIAM M. 
ALSTON, BRIAN W. WATSON and LESLIE J. 
Duncan. They will continue to practise 
from the present Kipston JACKSON 
McBain offices at 46 North Hanover 
Street and 72 Waterloo Street, Glasgow. 

TurQuANDS BARTON Maysaew & Co 
announce that their practice in Durban 
has been merged with that of OSBORN & 
Jones and that the new Durban firm will 
practise under the name of T'URQUANDS 
Barton Mayuew Ryper A Co (in- 
corporating OsBorN & Jones). The 
resident partners are Messrs B. A. KING, 
D. H. Ars, J. C. D. ARMSTRONG and 
M. L. Sumner and the address is 
Protea Assurance Building, 321 Smith 
Street, Durban 4001. Mr W. D. MCCLURE 
and Mr W. J. Ancove, who have been 
senior members of the staff forsome years, 
have been admitted to partnership in the 
Johannesburg firm. 


APPOINTMENTS 


Mr John A. Eseimokumoh, A.C.C.A., 
has been appointed senior accountant of 
the Nigerian Agricultural Bank. 

Mr Colin Howe, A.C.A., has been 
appointed chief accountant of PD Oil & 
Chemical Storage, part of the Powell 
Duffryn Group. 





Mr. R. T. Whatson 


Mr R. T. Whatson, F.c.A., has become 
secretary /accountant of W. & T. Avery, 
weighing-machine manufacturers. 

Mr Ronald Gibbs, A.c.c.A., has been 
appointed assistant secretary of the Wes- 
sex Water Authority. 

Mr Michael J. Goodson, a.c.c.a., has 
become chief accountant of Mullard 
Magnetic Components, Southport. 

Mr Paul A. Hogan, A.C.C.A., has been 
appointed chief accountant of Yusuf Bin 
Ahmed Kanoo, Dubai, United Arab 
Emirates. 


Mr C. Howe 


Mr J. Foster Humphreys, F.C.C.A., 
F.C.I.S., chairman of the W. & J. Foster 
Group of Preston, has been admitted to 
the Court of Assistants of the Worshipful 
Company of Framework Knitters. 


PROFESSORSHIP FOR 
CRANFIELD LECTURER 


The new Professor and Head of Depart- 
ment of Accountancy in the University of 
Natal, Pietermaritzburg, Mr Douglas Gar- 
butt, M.ED., F.C.M.A., A.C.I.S., A.M.B.LM., 





has been a senior lecturer at the Cran- 
field School of Management since 1966, 
and was Visiting Professor at the Univer- 
sity of Southern Illinois in 1971 and 1973. 

Among his other previous appoint- 
ments, he was a member of the ICMA’s 
education committee from 1967 to 1969, 
and first chairman of that Institute’s 
editorial board in 1973. He is well known 
as an author and editor of professional 
textbooks, his responsibilities in this area 
having included the fifth, sixth and 
seventh editions of Carter’s Advanced 
Accounts. 

Mr Garbutt has contributed to The 
Accountant on a number of occasions, the 
most recent being his advocacy of ‘Gold 
Price Level Accounting’ in our issue of 
August 29th. He is to continue this long- 
standing association as our accredited 
correspondent in South Africa. 


OBITUARY 
Mrs Gwen Baker 


It was with deep regret that we learned 
of the death, on Monday of this week, 
of Mrs Gwen Baker who, until her retire- 
ment for health reasons in September 
last year, was Student Counsellor for The 
Institute of Chartered Accountants in 
England and Wales. 

Joining the staff of the Institute in 
1949 after commissioned service in the 
WRNS, Mrs Baker gave whole-heartedly 
countless hours in fostering the image of 
a profession which proved to be so much 
a part of her life. 

Initially, as a member of a small staff, 
her early experience covered practically 
every aspect of the non-technical business 
of the secretariat. It was, however, whilst 
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November 14th, 1974 


in charge of the inquiry section as the 
Institute’s Information Officer that she 
came to know so many members. 

A sound comprehension of the ethos 
of the profession and a detailed knowledge 
of the needs of many firms enabled her 
to provide in later years a valuable student 
placement service. Tributes to the rap- 
port she was able to establish and to the 
wisdom of her advice were forthcoming 
from many applicants, now members, 
who recall their initial interviews. 

These interviews did not all take 
place at the Institute - Gwen was one 
of the first to visit the universities and 
polytechnics to recruit potential char- 
tered accountants. 

Innumerable members will regret that 
she did not live to enjoy the retirement 
her dedicated service to the Institute 
merited. 


CONSUMER CREDIT 
‘DIRECTORATE 


Mr John Methven, Director General of 
Fair Trading, has announced the prin- 
cipal appointments in the Consumer 
Credit Division of the Office of Fair 
\ Trading. Mr Tony Scott, F.c.a., be- 
| comes Director of Consumer Credit from 
| January et next, and Mr Clive Newton, 
A.C.C.A., Barrister, has taken up the post 
of Assistant Director from Monday of 
this week. 

At present Director General of In- 
ternal Audit at the Ministry of Defence, 
Mr Scott, who is 40, joined ICI in 1961 
and served in various divisions and 
subsidiaries within the group. In 1972 
he was seconded to the Ministry of 
Defence for three years. A 'T'ynesider, 
now living in Hertfordshire, he is a 
committee member of the London and 
District Society of Chartered Account- 
ants. 

Mr Newton, who is 42, was previously 
a Senior Principal in the Department of 
Trade’s Marine Division. He has also 
held posts in the Official Receiver’s 
Office. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


List of Members 1974 


Membership of The Institute of 
Chartered Accountants in England and 
Wales at June 5th, 1974, was 57,542, 
including 4,547 retired members. A total 
of 13,899 members, or more than 25 per 
cent of the active membership, were in 
practice as principals within the United 
Kingdom, 

The largest single category of member- 
ship, 31,221 in all, is described as ‘Non- 
practising members residing in the 
United Kingdom’, There is still no 
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indication, however, of the number of 
members within this category who are 
employed as their main occupation by 
firms of practising accountants — an 
omission making it difficult to establish 
the full extent of the Institute’s concern 
with public practice. 

Principal contents of the Institute’s 
1974 List of Members include an al- 
phabetical list of members; members and 
firms in practice; topographical index of 
practising members and firms; joint 
register of management consultants; and 
organizations providing company re- 
gistrar and/or data processing services. 
Copies are available to members on 
personal application at Chartered Ac- 
countants’ Hall, price {2-50 (by post, 
£2°80 in the UK); the charge to non- 
members is £7. 


SOLICITORS’ ACCOUNTS 


Amendment to Accountants’ 
Digest No. 2 


The Institute of Chartered Accountants 
in England and Wales has been informed 
that the Law Society does not regard 
the present note to item 6.1 of Ac- 
countants’ Digest No. 2, Checklist for 
Reports under the Solicitors’ Accounts 
Rules, as satisfying rule 4 (1) (f) of the 
Accountant’s Report Rules 1967. Ac- 
cordingly this note should be amended 
to read: 

“The Law Society regard it as essential 





that the accountant should either extract 
the balances himself, or alternatively 
check the extraction of all of the balances, 
rather than carrying out a test of the 
extraction. 

‘This applies notwithstanding that 
there is an efficient system of internal 
control, and even though the results of 
tests under 2.8 and 3.6 above [bank 
reconciliations, and periodic reconcilia- 
tions of balances with control accounts] 
have been satisfactory.’ 


DEVELOPMENT TAX GUIDE 


A new tax guide which is virtually certain 
to be much in demand was officially 
released this week. 

Property Development Taxation, by 
M. C. D. Roberts, M.A., C.A., and D. 
Arthur, C.A., members of the London 
firm of Thomson McLintock & Co, 
provides the answers to most problems 
arising from Part III of the Finance Act 
1974 relating to the taxation of develop- 
ment gains. 

Written as far as possible in layman’s 
language, with worked examples, the 
booklet is divided into four chapters 
covering the main development gains 
legislation, land-owning companies, land 
settlements and the charge on first let- 
tings. 

There is a glossary of the large 
number of technical terms involved — 
many of them for the first time — with a 
table of statutes cross-referencing the 





The Rt Hon. Harold Macmillan spoke at a luncheon given recently by Fuller Jenks Beecroft 
& Co at Chartered Accountants’ Hall. In replying to the toast to the guests Mr Macmillan 
commented on the enormous changes which have taken place in accounting and the role of 
the chartered accountant. With Mr Macmillan are, /eft to right, Mr Greville Barnard, F.C.A., a 
partner in Fuller Jenks Beecroft, the Rt Hon. Lord Marples, F.C.A., and Mr Ronald A. Palfreyman, 
B.Sc(Econ.), F.C.A., Chairman of Selincourt Ltd. 

The lunch was organized by Fuller Jenks Beecroft to coincide with meetings of their inter- 


national partnership, Jenks Landau. 
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various parts of the legislation to the 
relevant paragraphs in the booklet. 
Property Development Taxation, £2-15 
(including postage), is published for The 
Institute of Chartered Accountants of 


Scotland by Gee & Co (Publishers) Ltd, 
. 151 Strand, London WC2R 1JJ. 


CONSUMER CREDIT ACT 
NOW PUBLISHED 


Copies of the Consumer Credit Act 1974, 
which received the Royal Assent on 
July 31st, are now available from HM 
Stationery Office and usual booksellers, 
price £1°45. 

The principal features of the Act were 
reproduced, by courtesy of the editor of 
Trade and Industry, in The Accountant of 
October roth. 


THE 
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CERTIFIED ACCOUNTANTS’ 
COURSES 
The post-qualifying educational pro- 
gramme of the Association of Certified 
Accountants includes three courses of 
significant general professional interest: 

November 20th: ‘Planning and Ac- 
counting for Inflation’, at the Tavistock 
Hotel, London WC, fee £25. 

November 25th to 29th: ‘Management 
of Finance’, at the Hotel Russell, 
London WC1, fee £100. 

December r1th and rath: “The Audit 
of Computer Systems’, at the Imperial 
Hotel, London WC (probable venue), 
fee £45. 

Enquiries and applications should be 
addressed to the Association’s Head of 
Training at 23 Bedford Square, London 
WCIB 3HS (o1-636 2103). 





Problems Facing Credit Managers 


An optimistic euphoria seemed to pervade 
the lives of businessmen suffering from 
lack of cash liquidity, Sir Henry Benson, 
G.B.E., F.C.A., a Past-President of The 
Institute of Chartered Accountants in 
England and Wales, said recently. They 
appeared to live, he said, from day to day, 
continually hoping that something would 
happen for the best, and that the worst 
could not possibly come to pass. 

Sir Henry, who was proposing the 
toast of ‘The Institute of Credit Manage- 
ment’ at its annual dinner, said that 
financial surgery would have to be 
practised, followed by a long period of 
convalescence. ‘Throughout this time, 
credit managers would have to show 


forbearance and use to the utmost their 
skill, their intuition and judgement as 
never before. 

In his response, the chairman of the 
Institute’s Council, Mr W. V. Adams, 
F.1.C.M., F.1.EX., agreed that for credit 
managers to be told to ‘turn the screw’ 
would only provoke bankruptcies. By all 
means make those who had available 
funds pay, he said, but businessmen 
suffering from lack of financial liquidity 
should be helped as much as possible. 

The President of the Institute, Mr 
Kenneth Cork, F.c.A., F.I.C.M., proposed 
the toast of the guests, and Mr Humphrey 
D. Oliver, Chairman of The Finance 
Houses Association, replied. 





Mr Kenneth Cork, F.C.A., F.I.C.M., President of the Institute of Credit Management, right, 


with Mr W. V. Adams, F.1.C.M., F.I.Ex., Chairman of the Institute's Council. 


November 14th, 1974. 


LDS NEWLY-QUALIFIED 
MEMBERS’ PARTY 


Nearly 1,000 chartered accountants re- 
cently admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales have been invited by 
the London and District Society to a 
‘getting-to-know-you’ party next Mon- 
day, November 18th, at Chartered Ac- 
countants’ Hall, from 6.0 to 7.30 p.m. 

‘We hope to meet as many of the 
recently qualified members from the 
London area as possible’, said Mr Brian 
Jenkins, M.A., F.c.A., Vice-Chairman of 
the Society. 

‘The purpose of the party is for us to 
tell them what the Society is, what it 
does, and how we think it may be of use 
to them. At the same time, of course, we 
want to find out if there are any addi- 
tional things we should be doing to help 
newly-qualified accountants.’ 


BUSINESS GAMES 


The 1975 National Management Game 
sponsored by The Institute of Chartered 
Accountants in England and Wales, the 
Financial Times and International Com- 
puters, is an exercise which provides an 
opportunity for varied groups of people 
to put their management skills to the test. 

The entry fee is £35 per team, and 
registration should be made as soon as 
possible. Entry forms are available from 
The Administrator, The National Man- 
agement Game, ICL, 93-99 Upper Rich- 
mond Road, Putney, London SW15 2TG. 
(01-788 2860/2816.) 

A record number of schools throughout 
the country are taking part in this year’s 
‘Stockpiler’, the investment game for 
sixth formers, sponsored by Williams & 
Glyn’s Bank and organized by the British 
Junior Chamber of Commerce. This year 
1,067 syndicates representing 643 schools 
are competing — an increase of 70 schools 
on last year. Each syndicate is given a 
notional capital of £20,000 with the aim of 
achieving the most valuable portfolio 
over a five-month period. 


CHARTERED ACCOUNTANTS’ 
JAZZ SOCIETY 


The next meeting of the Chartered 
Accountants’ Jazz Appreciation Society 
will be held on November 2oth, at 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2, at 6.30 for 7 p.m. 
Peter Clayton, one of the BBC’s leading 
jazz authorities and music critic for the 
Sunday Telegraph, will give a talk on 
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Benny Goodman, illustrated by some of ` 


his most famous recordings. 

Tickets at {2-50 each, including a 
wine and cheese reception afterwards, 
are available from the CAJAS Secretary, 
Mr R. Cantor, 10-13 Dominion Street, 
London EC2M 2RS. (01-606 8981). 
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Keith Devonshire knows ` Ro hee invested in the same 
a lot about money. place as Jenny Parker. 


It hasn't exactly been a great year With Abbey, your money’s safe penalty, while earning a fair return. 
for many financial wizards. as houses. And the interest 7.50%, We're glad to say that these 
But some have done a great deal is worth over 11% to the basic rate people are doing just as well with 
better than others. tax payer. Abbey as are the more astute 
In particular, those who know the But to a lot of people an Abbey financial wizards. 
value of a secure investment paying National Share Account is just the You could, too. 
F good interest. easiest place to keep their money Come on in. 


“An Abbey National Share safe. Readily avail- ABBEY NATIONAL 
e Account is just such an investment. able without-fuss or 
* Sumy, Get the Abbey Habit 


for the security you need today 


Abbey National Building Society, Dept.638, Abbey House, Baker St., London NW1 6X1 
For theaddress of your nearest branch or local agent, see Yellow Pages 
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KIND OF FIRM? 


Donald Meacock. David Hunt, 
Robin Harris and Sue Furze were 
just four of the people who painted a 
pretty accurate picture in our last 
series of advertisements. 

We would like to continue with 
a further series. 

Not statements this time, but 
queries... 





Colin Robinson. (Manager) 


**When considering my future 
as an A.C.A., I asked myself five 
pertinent questions. 

What job satisfaction can I 
achieve with this particular firm? 

What sort of money can I earn? 

What prospects did the future 
hold? 

What sort of working relation- 
ships could I look forward to? 

And finally, what sort of 
experience did this firm offer? 

The answers to all the 
questions were all very definite. And 
very positive. 

I found plenty of responsibility 
— something to which I attach great 
value — the interesting and varied 
work kept me busy, constantly, and 
I found that meeting and helping 
both clients and staff, extremely 
rewarding. 

The working atmosphere is 
always friendly and I am continually 
gaining useful, practical experience. 

Considering all this, I have no 
hesitation in stating that I made the 
right decision.” 


Mike Harding. (Senior) 


“Having completed articles 
with a smell practice, the questions 
Iset myself were as follows: 

How can I broaden my 
experience — in particular with 
respect to the audit of larger 
clientele? 

Is it possible to do this without 
becoming a small cog in the vast 
machinery of a large practice? 

This firm seemed to be ideal. 





From the practical standpoint 
Isoon found that they are keen to 





Mike Harding. 

keep a close watch on staff training 
and individual career development, 
and the friendly atmosphere is 
maintained even when the pressure 
ison!’’ 









Benita Thomas (Student) 


"Asa student, my 
list of priorities were 
somewhat different to 
my two colleagues. 

Which firm would 
provide the kind of 
experience needed to 
help me qualify? 

Where would I 
be given reasonable 
study leave etc? 

I considered it 
important that the 
work should vary and 
that the people be 
friendly. 

Finally, and 
equally important, 
would tliere be equal 
opportunity to take 
greater responsibility 
as a woman? 

After ten months 
I can give you the 
answers quite honestly. 

Beingina 
medium sized firm, one 
is more able to get to 





know everyone, in a relaxed yet 
informative (and productive)manner. 
The Group System here is particu- 
larly good in that one works with a 
number of people on different jobs 
and in differing combinations. 

This makes the work much 
more interesting. 

From my student point of view, 
probably the greatest advantage is 
meeting different types of people — 
lots of them! This is a tremendous 
help with regard to assimilating 
different points of view, approaches 
and techniques. Just the right sort 
of experience to help me qualify. 

On the question of training the 
firm is very generous: the out-of- 
house courses are all paid for and 
study leave is ample.” 

“*P.S.There’s certainly no 
prejudice against women!”’ 


If you like the sound of our 
system. 

If you respond to the challenge 
of increased scope and experience. 
We know that we’re your kind of 
firm. 


Contact David Hunt, 
Baker Sutton & Co., 
Gerard van de Linde & Son, 
Eldon Street House, 

Eldon Street, 
London EC2P 2AY., 





151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Solomons Accepted — with Reservations 


RESENT differences in education and training require- 
ments between the six recognized bodies of accountants 
in the British Isles are, according to the Consultative Com- 
mittee of Accountancy Bodies, ‘inevitable in an area where 
development is not only a continuing process, but also 
where there has been little co-ordination in the past’. 
While the CCAB last week gave its anticipated formal 
welcome to Professor Solomons’ report Prospectus for a 
Profession, traditional conservatism has been responsible 
for some quite significant ‘reservations’ by individual 
bodies, and the report’s immediate impact as a unifying 
factor is likely to be correspondingly lessened. 

Recent controversy, stemming from the premature 
‘revelation’ elsewhere of a decision which the English 
Institute’s Council may or may not have taken, has inevit- 
ably focused a good deal of attention on the case for graduate 
entry to the profession. While the six CCAB member 
bodies stop short, in the present context, of accepting a 
full commitment to graduate entry, all recognize and 
endorse ‘the desirability that the majority of entrants 
should have satisfactorily completed a full course of 
approved tertiary education of degree-equivalent level’. 

Five of the six bodies have expressed reservations about 
the place of the proposed ‘Dip.H.E.’ course; the sixth — the 
Scottish Institute — is not directly interested, due to 
availability of the Scottish Higher National Diploma in 
Accounting. 

Objections to the Dip.H.E. are that in the short term it 
reduces the number of channels of entry to the profession, 
while on the longer view it will become nothing more than 
an intermediate stage towards substantially graduate entry. 
The limited available resources, it is pointed out, would be 
better devoted to the creation of additional university 
places in the relevant disciplines than in creating and 
developing an entirely new channel of entry. 

Student representatives campaigning for the principle of 
‘free transferability’ were no doubt heartened by Professor 
Solomons’ failure to find any conclusive arguments in 
favour of the retention of training contracts. On the other 
hand, four of the six bodies have now demonstrated the 


no less defensible view that, where arguments for and 
against are finely balanced, the case for radical change 
remains unproved. 

Thus the three Chartered Institutes regard the retention 
of training contracts as ‘an essential feature of their par- 
ticular system of training’, at least for the present, while 
CIPFA is actively concerned in the development of a form 
of training contract between the three interested parties of 
employer, principal and student. 

All six members of the CCAB have declared ‘strong sup- 
port’ for the concept of continuing post-qualifying educa- 
tion, though only the English Institute has hitherto 
attempted to link this directly with its fellowship qualifica- 
tion. Comparatively little has been heard of late of the 
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admitted to the Institute on or after July 1st, 1978. 


- Budget Analysis 


E H his Budget speech, the Chancellor proposed that 
companies should have the right, for tax purposes, to 
reduce the closing valuation of their stocks and work in 


S E: progress for the accounting period which ended in the 


financial year expiring at March 31st, 1974. The relevant 
formula would look to the amount by which the increase 
in the book value of stocks (excluding Customs or Excise 
duties) and work in progress (less payments on account) 
exceeded 10 per cent of the trading profits of the business 
in the same accounting year. 

Otherwise expressed, the maximum profit represented 


` by the increase in the value of stocks on which tax would 


be payable on January 1st, 1975, would be limited to 10 per 
cent of the trading profit — that is, as ascertained before 
deducting capital allowances or losses. It was explained 


` that this percentage was chosen because it corresponded 


broadly to the proportion of profits attributable to the 
increase in the value of stocks for an average of companies 
in a normal year. 

In the history of Budgets, it seems likely that Mr 
Healey’s third presentation will be remembered for this 
` inauguration of ‘stock appreciation’ relief. Coming events 


$ h cast their shadow before, and the long ground-swell of 


debate on inflation culminated in the publication of the 
provisional statement of standard accounting practice on 
accounting for changes in the purchasing power of money 


= (SSAP7, The Accountant, May 16th) and the appointment 
of the Sandilands Committee on accounting for inflation. 


A straw in the wind was the submission by the Society 
of Investment Analysts of evidence favouring some form 
of replacement cost accounting. The vexed question of 
what pattern of accounting adjustments was most appro- 


a priate burst upon the public consciousness with the 
publication by Professors A. J. Merrett and Allen Sykes 
_ (Financial Times, September 30th) of a warning of a 


financial Doomsday machine, only to be met with a 
counterblast from Professors Wynne Godley and Adrian 
Wood giving their views on stock appreciation and the crisis 
of British industry. 

Many voices have been joined — and may be heard in our 
columns — and it is evident that confusion has resulted from 
the use of the term ‘stock appreciation’. This is a term of 
art, not to be confused with mere profitability. Those on the 









The constituent bodies have also expressed their inten- 
tion of achieving ‘the maximum possible degree of co- 
operation in each of the three territorial areas of England 
and Wales, Scotland and Ireland having regard to the 
particular circumstances appertaining therein’. Their 
individual proposals towards this end are now awaited with 
interest. 


fringes of the controversy may be excused for their insist- 
ence that stock appreciation is a misnomer when stock is 
consistently valued in accordance with established principles 
as summarized in ED6 ‘(Stocks and work in progress,’ 
The Accountant, May 18th, 1972). However, that exposure 
draft assumed that cost at either end of an accounting 
period would be expressed in terms of a stable currency 
and it is on the varying meaning of cost that the participants 
in the debate have taken up their conflicting stations. 

We commend the Chancellor’s analysis of the problem. 
Under the ordinary rules of accounting, he said, the profit 
attributable to a particular year of a continuing business is 
arrived at after deducting from the excess of sales over 
outlays the value of the opening stock and adding the value 
of the closing stock. When valued at the actual cost of 
acquisition, this method gives the same result as if the 
profit made on each item of sale were computed separately. 
Mr Healey then explained that in times of inflation the cost 
value of the closing stock becomes much larger than that 
of the opening stock because it is replaced at higher prices. 

It may be a reflex thought occurring to many trained in 
accountancy that the introduction of opening and closing 
stocks is indeed dictated by the need to eliminate un- 
matched costs. The exposure draft ED6 takes it as axio- 
matic that it is ‘appropriate’ to carry forward the costs 
incurred in providing stocks and work in progress in the 
expectation of future revenue. However, what may be 
appropriate in a Euclidean world of constant values may 
no longer be so when monetary measures begin to curve 
towards a logarithmic scale. 

Case law on income tax records an almost grudging 
acceptance by the legal profession of the principle that stock 
values have a place in the measurement of profit. “The ques- 
tion’, said Lord Reid, ‘is not what expenditure it is proper 
to leave in the account as attributable to goods sold during 
the year, but what expenditure it is proper in effect to 
exclude from the account by setting against it a figure 
representing stock and work in progress’ (Duple Motor 
Bodies Ltd v. Ostime (40 ATC 21; 39 T.C 537)). 

The voice of the Society of Investment Analysts was 
again heard in a letter to The Times of November 11th, 
which contended that the essential functions of accounts 
should include determination of that part of a company’s 
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revenue in a period which, if set aside E distributed 
or retained) would leave the company as well placed to 
continue its activities as at the beginning of the period. We 
would not wish to enter the lists where academic experts 
are splintering their lances, but the practical action by the 
Chancellor is commendable in that he has not used ‘wait- 
ing for Sandilands’ as an excuse for withholding some early 
relief. 

It may be helpful to seek to illustrate the probable scale 
of the proposed relief by reference to the accounts of Great 
Universal Stores Ltd, reproduced in our issue of November 
14th. Until the Finance Bill, promised for December roth, 
makes its appearance, it is not apparent whether groups of 
companies will calculate their reliefs on a company-by- 
company basis. Hence any inferences must be approximate 
but the consolidated balance sheet shows an increase in 
stocks at March 31st, 1974, of £22,267,000. 

It is not easy to identify trading profits before capital 
allowances — but if depreciation and interest are added to the 
consolidated profit of £83,019,000, it may be assumed that 
the requisite 10 per cent deduction is of the order of 
£9,414,000 to give net relief of £12,853,000. At 52 per 
cent this represents a reduction of £6,683,000 from the tax 
payable at January 1975 — an amount slightly less than the 
recurrent burden of advance corporation tax on dividends, 
although almost double the ACT supplement. 

On the assumption that relief in this form will be effective 
in the next (current) financial year, it is interesting to con- 
sider the accounts of James Walker Goldsmith & Silver- 
smith Ltd, where the chairman has reported a policy of 
extensive re-stocking in the year ended April 30th, 1974. 
The parent company’s balance sheet shows a stock increase 
from £1,557,870 to £5,410,378 and, whatever adjustments 
are made to the consolidated profit of £2,198,121, it is 
apparent that relief of over £3°5 million is available. This 
would extinguish the end-1975 tax liability of {1-2 million 
and also that of half that amount for the earlier year, quite 
apart from any relief attributable to the 1973 accounts. 

For this company the incidence of ACT happens to be 
low, and the foregoing figures illustrate the dramatic 
possibilities for those who actively invest in stock — so 
much so that one must wonder what anti-avoidance 
measures will be introduced to prevent possible future 
window-dressing at accounting dates. 

The tax-adjusted ‘loss’ in the above circumstances would 
have been dealt with under the usual rules which permit 
relief against the profits of the previous 12 months. Indeed, 
in extreme cases the first-year capital allowance content of 
any resultant loss can be carried back for a further two 
years. There are many companies with stocks in excess of 
£25,000, which is the present threshold; but the new relief 
will be distributed unevenly and does not help those whose 
difficult circumstances have made it impossible to maintain 
the value of their stocks in real terms. 

The proposed extension of the relief next year (1974-75) 


to ‘non-corporate ` traders and smaller companies was_ >. 


described by the Chancellor as a ‘bankable assurance’ with 
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retrospective effect for accounts made up to dates in 





1973-74. It is not certain that the pattern of relief next 


year will be the same as that now projected but - if the — 


Sandilands Committee does not report in time for the 1975 
spring Budget — it may not be until the following year that 


the future relationship between inflation and taxes can be — 


ascertained. 
Incentives towards investment have been strengthened 


by the increase to 50 per cent of allowances for expenditure ` 


on industrial buildings, and to roo per cent for their insula- 
tion. The latter relief could well have been extended to the 


commercial sector if fuel economy was the true objective. ` 


The elaboration of the price code to take account of 


projected investment is remarkable for being geared speci- ` 


fically to boardroom decisions — perhaps a reflection of the 


Pilkington trust. However, the code distorts sound pro- ` 


duction and the ultimate benefit of its constraints may prove 
illusory when measured against the flexible responses 
possible in a free market. 

The preoccupation with inflation is again seen in the 
decision to increase the monetary values of pensions and 
family allowances. The benefit of the latter will probably 
be absorbed by increases in school meal prices and will 





certainly be overtaken for most recipient families by in- 


creased rating charges, of which educational costs are a 


major ingredient. Had a ‘clawback’ been imposed on this ` 


occasion, there would have been an injudicious reduction 
in pay packet content. 

The discretion shown in this direction has not been 
matched by the treatment of the elderly. The penal 
marginal rate of 55 per cent will bite on carned incomes 
above £3,000, at which level some cost-of-living increments 


could be depleted. Indeed, this rate will attain 80 per cent ` 


for those who derive their retirement income from invest- 
ments because each £3 added to such income above £3,000 
attracts a charge of five times 48 per cent. This i is a cruel 


sequel to the extra levy of 10 per cent on retirement incomes ` 


between {£1,500 and £z 000; 
- It is most unfortunate that incessant tinkering with the 
tax system has loaded the Parliamentary time-table to the 
point where there is no room even for the rubber- 
stamping of Ministerial pronouncements. Thus the Pay- 
master-General, the Rt Hon. Edmund Dell (Hansard, 
November 13th, col. 538) has announced that the legisla- 
tion forecast last March for aggregation of children’s 
investment income from 1975-76 will be postponed until 
next spring, with the result that not until midsummer 
will the relevant law reach the Statute Book. g 

At least the full intentions should be published — why 
not state now the amount of the proposed exemption 
for modest amounts of income accruing to handicapped 
children? Again, the arrangements to permit repayment 


of interest on delayed repayments by the Inland Revenue ~ 
have also been put off, together with the sanctions designed 
to encourage prompt payments by taxpayers generally. 

The omissions from the present round of legislation are: 
as temarkable as some of the positive features. Perhaps'it is 
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asmall mercy that the higher level of disbursements through 
the social security system are to be funded out of inherent 
buoyancy of revenue from the fully earnings-related 
national insurance contributions, as announced by Mrs 
Castle. This removes any hope of mitigation of that impost, 
which seems to bear particularly heavily on the self- 
employed, as also on those with multiple employments — 
not only directors — where administrative convenience rides 
roughshod over equity. 

The Finance Bill is to include sizeable and complicated 
measures — including those on transfer pricing forecast in 
the second Budget (The Accountant, August 1st) but the 
Committee stage will not be commenced until the New 
Year. Prior attention is to be given to the Oil Taxation Bill 
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now before the House [announced for Vie ee on 
November rgth]. 

Although its complex provisions are of primary concern 
to operators in the various fields, the structure of the 
legislation has a national significance. Hitherto the UK’s 
economic interests have not been aligned with those of 
primary producers. Is it possible that the UK will one day 
be found among the ranks of a cartel to maintain the price 
of oil? 

Finally, the new development land tax will also require 
a separate Bill, but that will not appear until much later 
in the present session. The intervening uncertainty must 
seriously inhibit progress in construction where operations 
have to be preceded by intricate preparation. 





Inflation Theme of Annual Lectures 


FFECTS of inflation en account- 


tolerable. There has also been a 
‘performance syndrome’ in operation 
for some time; management has been 


ing and the management process 
are no longer academic; the time has 
come to put theory into practice. 
Against this background, Professor 
Charles Zlatkovich, C. Aubrey Smith 
Professor of Accounting at the Uni- 
versity of Texas, and co-author of a 
number of accounting texts, has been 
selected by the Society of Industrial 
Accountants of Canada to conduct 
the Society’s second Distinguished 


Lecture Tour. During the next four 
months, he will be lecturing in 14 
major Canadian cities on ‘Accounting 
under inflation, and its implications 
for management’. 

Probably one of the main reasons 
for the relative inaction in dealing with 
inflation accounting in North America 
lies in the fact that the rate of in- 
flation, until very recently, has been 
just slow enough to make the de- 
ficiencies of conventional accounting 


under pressure to make this year’s 
earnings per share and the rate of 
return a little better than the year 
before. Switching to almost any system 
reflecting the effects of inflation would, 
for most companies, put management 
in a worse light than does conventional 
accounting. 

A considerable part of his paper 
deals with the preparation of budgets 
and the implications for an internal 
reporting system under inflationary 





London Chartered Accountants this week held a reception at Chartered Accountants’ Hall 
for newly-qualified members. In an introductory address, Mr Brian Jenkins, M.A., F.C.A., 
Vice-Chairman of the Society, emphasized its full programme of professional development and 


social activities, and urged all new members to play an active part. 


Pictured with the Society's Chairman, Mr F. J. G. Whinney (extreme right) are Mr |. P. H. 
Roberts: Mr Jenkins; Mr Peter Stebbings; Mr Clive Reay; Mr Malcolm Jessop; Mr David 


Shaw ; and Mr R, O. A, Keel, a member of the Council of the Institute. 


conditions. Sales budgeting and fore- 
casting, which for businesses facing 
competition were never easy, have 
become more difficult under accelerat- 
ing inflation. And what about the 
business which contemplates expan- 
sion instead of merely maintaining 
present productive capacity? 
Fundamentally, says Dr Zlatkovich, 
there are three means of financing 
expansion: funds can be borrowed, 
added equity securities can be sold and 
retained earnings can be invested in 
added facilities. In an era of sharp 
inflation, he submits that these con- 
siderations are different and that the 
accountant has a responsibility to 
report the factors to management in 
such a way that they are understood. 
He suggests preparing pro forma state- 
ments setting out the alternative 
consequences of financing under 
different means, after making. various 
different assumptions as to rates of 
inflation, profits, tax rates, usage of 
funds derived and lives of assets 
acquired. 
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Expanding Function for 
CIPFA Loans Bureau 


CTIVITIES of the CIPFA Loans 

Bureau, hitherto largely confined 
to local authorities, are now being 
extended to provide a. non-profit- 
making service throughout the public 
sector. This was announced today 
(Thursday) when new offices for the 
Bureau were opened at 232 Vauxhall 
Bridge Road by CIPFA’s President, 
Mr F. S. Grindrod, opp, 1.P.F.A., 
F.C.A., D.P.A. 

Despite dramatic increases in its 
turnover year by year — officially 
described as several thousands of 
millions of pounds each year — the 
bureau is still looking to an enormous 
potential market as yet untapped. 
Dealing for the whole country is 
shortly to be concentrated in the new 
London premises, with the aid of the 
most up-to-date telephone equipment 
— though local offices would be main- 
tained to preserve the close personal 
contacts that had been established with 
financial officers in the Midlands and 
Northern England (The Accountant, 
April 11th). 

Chairman of the Loans Bureau 
Panel is Mr John Bamford, 1.P.F.a., 
City Treasurer of Westminster and 
now a member of CIPFA’s Council. 


Minister Acknowledges 
Health Service Problems 


HILE the Halsbury Report, 
published in mid-September, 
was described by the Secretary of 
State for Social Services, Mrs Barbara 
Castle, as a milestone in the history of 
nursing, she admitted last week that 
its implementation had not been roses 
all the way. 
Speaking at the annual lunch in 
London of the Association of Health 


Service Treasurers, Mrs Castle said 


that one of the major difficulties was 
explaining to staff in the service that 
the pay increases could not be made 
at the drop of a hat. The problem was 
that although nurses had been prom- 
ised the awards would be back-dated 
to May 23rd, they naturally wanted the 
cash in their hands at the first possible 
moment, and were not easily convinced 
there would have to be some delay. 
Mrs Castle hoped, however, that 
the great majority of nurses would be 
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on their new scales by the end of this 
month — except in some of the Thames 
Regions where particular problems had 
arisen. 

Reorganization of the Health Ser- 
vice had in itself been a considerable 
headache, the Minister acknowledged. 
The transfer of community health 
services to NHS control without 
transfer of finance-trained staff had 
posed particular problems, and she 
was aware that existing finance staff 
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had had to assimilate the new work 
without the aid of experienced help. 
The Minister welcomed the forth- 
coming merger of the Association with 
the Chartered Institute of Public 
Finance and Accountancy. ‘I am sure’, 
she said, ‘it both reflects, and will 
greatly help, in the development of 
your profession from being one con- 
cerned with financial control in its 
narrower sense, to being concerned 
with management in its wider sense. 





Still Scope for Tax Havens 


N international tax conference held 

last weekend found that tax havens 
still offer considerable scope to multi- 
national companies, even though many 
countries have tightened up their tax 
regulations. 

This conclusion was reached by 
North American and European tax 
specialists of Lasser, Robson Rhodes 
& Dunwoody, meeting at Kidlington 
Hall, Oxfordshire, the training centre 
of Robson Rhodes. The conference 
was organized and chaired by Mr 
Halmer Hudson, F.C.A. 

Representatives of the firm’s offices 
in 12 different countries were present, 
and the conference concentrated on 
identifying similarities in taxation 
practice; this was highlighted by the 


method of discussion, in which the 
chairman would state a general tax 
rule, and ask for any exceptions to be 
stated. It was interesting to note that 
there were far less disclaimers than 
might have been expected. 

Another important conclusion to 
emerge from the conference was that 
the United States, the United King- 
dom and Holland were to the fore in 
encouraging outward overseas invest- 
ment by granting comprehensive tax 
relief against foreign income. 

On the other hand, the United 
Kingdom is the only country currently 
requiring the payment of a substantial 
dollar premium on outward direct 
investment, and mandatory repatria- 
tion of overseas profits. 





Mr Halmer Hudson, F.C.A., the conference chairman, right, with Mr Asbjörn Ruud, of Oslo, 


Mr Allan Cinnamon, F.C.A., and Mr Jan J. Hillen, of Brussels. 
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‘The Irish dimension should be freely negotiated between North and South, and not 
imposed from outside’, Sir Frederick Catherwood, M.A., F.C.A., said at a luncheon meeting of 
the Ulster Society of Chartered Accountants last week. A constitutional settlement offered far 
more hope of an end to violence than would independence for Ulster — ‘which removes the 
Army, and encourages the violent man to drive the ordinary citizen over the water, leaving a 
derelict and poverty-stricken province for him to occupy in a fruitless, pointless. empty victory’. 

Photographed with Sir Frederick (centre), are Messrs R. C. McConnell, A.C.A., John Ross, 
F.C.A., Hon. Secretary of the Society, W. B. Wilson, F.C.A., the Society's Chairman, and M. G. 


Orr, A.C.A., ATLL 





Accountancy Lecturers’ 
Views on Solomons 


“DROLIFERATION of academic 
accounting bodies’ — of which the 
UK at present boasts at least four — 
is viewed with concern by the Asso- 
ciation of Lecturers in Accountancy. 
In the course of a recent policy state- 
ment on the principal features of the 
Solomons report, ALIA expresses its 
belief in the desirability of a single 
national body to represent those con- 
cerned with accounting education. 

ALIA shows a substantial degree of 
support for Professor Solomons’ re- 
commendations, though it differs from 
him on the duration of experience 
requirements; while a three-year re- 
quirement for graduates seems accept- 
able to ALIA, it argues that for non- 
graduates the period should be longer. 
ALIA, like the Consultative Com- 
mittee of Accountancy Bodies, is also 
in favour of graduate entry to the 
profession, ‘with adequate provision 
for non-graduates to qualify via an 
alternative route’. 

A point at which ALIA’s policy 
diverges from that of the CCAB is in 
its attitude to the Dip.H.E., which it 
would regard as ‘suitable as the main 
alternative route to professional mem- 


bership, provided that the route is not 
shorter than that for a graduate with a 
relevant degree’. It also sees no 
necessity, prima facie, for the profes- 
sion to establish separate accountancy 
profession instruction centres; ‘exist- 
ing institutions and organizations 
should initially be used, and the 
results of a variety of alternative 
arrangements could be evaluated be- 
fore a commitment is made to adopt a 
single uniform approach’. 


Striking Gold 


INTING of the limited issue of 

gold sovereigns forecast in The 
Accountant of April 11th commenced 
on November 13th — the day following 
the Chancellor’s Budget speech. The 
interval since the origina! announce- 
ment has been occupied by the Royal 
Mint in the manufacture of blanks and 
new dies. 

Gold sovereigns and half-sovereigns 
were interchangeable with the UK 
note issue until the Gold Standard 
Act of 1925. Coins of the present 
minting — the eleventh since 1957 — 
will be released by the Bank of Eng- 
land only through the London gold 
market 
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Rates or Taxes? 


OCAL authority rate funds are 

likely to bear a double burden in 
1975-76, according to The Chartered 
Institute of Public Finance and Ac- 
councancy. Many local authorities have 
encountered a rate of inflation more 
than double that for which they 
budgeted, in accordance with govern- 
ment guidelines, at the beginning of 
1974-75, and have found it impossible 
to achieve significant economies in 
expenditure without damaging im- 
portant social services. 

A recent statement from CIPFA, 
pressing the case for ‘large increases 
in government grants’, points out that 
local authorities (apart from the few 
that have raised a supplementary rate 
to meet the increased costs of 1974-75) 
‘will have to meet this year’s increased 
costs from next year’s rates, and if 
necessary borrow temporarily until 


A Century Ago 
The Accountant 
NOVEMBER 1874 


Book review 


It is, without doubt, a somewhat 
venturesome undertaking to lay before 
the public a work professing to deal 
with the many varied systems of book- 
keeping, more particularly when it is 
in the wake of a numerous body of 
writers on the subject that an author 
necessarily has to follow. A treatise 
explaining the practical keeping of 
accounts or books for any and every 
description of trade, it might reason- 
ably be surmised, would be a work of 
no small dimensions, and at the first 
glance it appeared to us_ hardly 
credible that, in ‘Practical Book- 
keeping,” the author could possibly 
have carried out what he claims in his 
title-page to have done. He gives, 
however, in as concise and handy a 
form as possible, and in a terse and 
simple manner, an extraordinary 
amount of useful information and 
instruction, supplying at the same time, 
in an appendix, an explanation of the 
terms peculiar to commercial transac- 
tions and accounts... . 


[This refers to Practical Book- 
keeping, by F. Hayne Carter, C.A., 
published in London by Simpkin, 
Marshall & Co — a work now long out 
of print.] 
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the new rate income comes in. 

“They will also have to provide in 
their rates for next year’s inflation. So, 
unless something is done, rates will be 
bearing a double burden. Our present 
evidence is that, to maintain existing 
services, many authorities would have 
to raise their rates next April by more 
than 50 per cent — some by much more 
than that figure’. 

Among the London ` boroughs, 
Bromley and Harrow are both hinting 
at the possibility of roo per cent 
increases, in the absence of significant 
increases in grant aid, and Haringey of 
Do per cent. A recent statement by 
Harrow’s director of finance, Mr 
David H. Adams, 1.P.F.A., stressed the 
particular problem of ‘labour-intensive’ 
authorities such as Harrow, where 
salaries account for some 70 per cent 
of the Council’s budget. 

‘We are scared that the Govern- 
ment, in its calculation of inflation, 
will tend to look at its effect over the 
country as a whole, rather than on 
labour-intensive authorities like us’, 
he said. Even a 5o per cent increase 
in Harrow’s rate support grant, ac- 
cording to Mr Adams, would still 
mean rate rises of 50 per cent next 
year — an average for householders of 
over {1 a week. 


Work Study and O & M 
Practitioners Merge 


UBSTANTIAL majorities of the 

membership of the Institute of 
Work Study Practitioners and of the 
O & M Society have agreed to a 
merger of the two bodies with effect 
from January rst, 1975. The enlarged 
body will be known as “The Institute 
of Practitioners in Work Study, Or- 
ganization and Methods’. 

This vote marks the culmination of 
nearly three years of negotiation and 
discussion. Present membership of the 
IWSP is about 20,000 and of the O & 
M Society 3,300, though (by reason of 
present dual memberships) the new 
Institute is expected to have a total 
strength of some 22,500. 

In a joint statement recently, the 
two chairmen of the participating 
bodies — Mr Walter Coultous and 
Mr Charles Marcks — said: ‘We are 
convinced that members of both or- 
` ganizations will benefit from the link- 
up. Furthermore, the new Institute 
will be much more broadly based.’ 





Coe one ee at eet SP stay i 





Raw Deal for Britain's 
Professional Men 


ROFESSIONAL men in the UK 

are getting ‘a very bad deal’, in the 
words of Mr John Phillips, 0.B.£., 
LL.M., F.C.LS., Secretary of The Insti- 
tute of Chartered Secretaries and 
Administrators. Addressing members 
of the Institute’s Wessex Branch last 
week, Mr Phillips claimed that mem- 
bers of the UK professions were ‘the 
least well paid and the most heavily 
taxed in Europe’. 

Britain, he said, was predominantly 
‘a knowledge-based society’, whose 
future economic, political and strategic 
security depended primarily upon the 
intellectual skill and ability of her 
people. Circumstances had combined 








at every turn to prevent the profes- 

sional man from maintaining the real ` 
value of his earnings, his savings or 
his pension. The single cause of ‘this 
very bad deal’ was simply inflation. 


‘Whatever other social problems 7 
may exist and which ought to be ~ 
remedied, these fall into insignificance 
beside the dire need —if the country is 
to survive, if people are to be en- E: 
couraged to work, if emigration is not 
to be the main objective of the skilled 
intellectual worker — for any govern- 28 
ment, and successive governments, to E 3 
concentrate first upon preserving the — 
value of money — the pound in our E 2 
pocket. All other legislative proposals ` 
fall into relative insignificance beside ` — 
this immediate and important need. ` a 

‘And let nobody think that, if there ` Z 





CBI Gives Modified Welcome | 


to Budget | E 


TE Chancellor’s acceptance of the 
principle that inflationary stock 
profits should not be taxed has been 
welcomed in the immediate post- 
Budget period by the CBI — even 
while describing his proposals to this 
end as more complex and less favour- 
able than their own formula. 


At the same time, the cumulative 
benefit of the Budget proposals is 
seen as ‘about half’ of what the CBI 
had regarded as essential for industry 
over the next few months, and pros- 
pects for investment and unemploy- 
ment remain gloomy. 


Benefits of the relaxation of price 
controls — estimated by the Chancellor 
at £800 million — will not be felt 
within the immediate time-scale of 
the next few months. The CBI 
recognizes the political difficulties of 
abolishing price control altogether — 
a move which, it estimates, might 
lead to an increase of perhaps 14 per 
cent in the retail price index — but has 
again stressed that the alternative is 
the continuing erosion of industrial 
profit margins. 


In a survey of CBI member-firms 
taken shortly before the Budget, up to 
80 per cent of respondents reported a 
liquidity position in October 1974 
which ranged from ‘moderately’ to 


‘substantially’ worse than that in — 
October 1973. The same survey re- K 
ports that ‘the collapse in investment 
intentions is widespread throughout — 
manufacturing industry’ — on a scale — 
worse than for any year since 1966 — ` $ 
and finds a conspicuous pessimism, _ 
even among the largest companies, ` 
over Britain’s export prospects. a 
“To talk in terms of a ro per cent 
rate of return is quite unrealistic, A 
according to a CBI spokesman, ‘when ` 4 
companies are currently borrowing at 
up to 18 per cent. One must have E Š 
returns of more than this in order 
simply to stand still.’ E: 
Addressing members of the Canada ` 
Club at their dinner last week, CBI — 
President Mr Ralph Bateman, MA, ES. 
F.C.1.S., said that he was glad to see $ 
the Government taking a long-term | 
view of Britain’s need for ster 
co-operation. Nevertheless, he added, 
governments could afford to lead 3 
public opinion rather more than they = 
did. Rz 
‘The CBI cannot shoulder by itself — 
the burden of explaining all the — 
economic problems of the country to E 
the public’, Mr Bateman said. “The a y 
Government has a clear and continuing E 
duty to help ensure the effective func- ZS E 
tioning of the private sector which it- E 
says it supports.’ 2 





EE tc eege 
is a 20 per centirate of inflation, that 
he or anybody else is reimbursed by a 
20 per cent increase in his remunera- 
tion. 

“That ignores the fact that, on 
the 20 per cent increase, he will be 
taxed at rates varying from 33 to 83 


per cent. The idea that you can 


counter the effect of inflation — for 


_ those still fortunate enough to achieve 
_ increases in their income — by adding 

_ a percentage which is equivalent to the 
_ rate of inflation is a complete fallacy’. 





Accounts of Stock 
Exchange Firms 


a by Stock Exchange 
member firms — both brokers and 
jobbers — over the past year have been 
a cause of considerable concern to the 
Council of The Stock Exchange. Such 
failures are doubly detrimental in their 
impact both upon the reputation of the 
Exchange and upon its compensation 
fund. 

At an informal meeting of members 
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of The Stock Exchange held at 
Chartered Accountants’ Hall on Fri- 
day, Mr George Loveday, Chairman 
of the Council, said: ‘The Council 
have considered ways of increasing 
their surveillance of the financial 
affairs of member firms, and have 
introduced. confidential quarterly re- 
turns by firms. These have proved to 
be beneficial in the early identification 
of situations which otherwise might 
become serious’. 

As part of what is officially described 








‘THIS IS MY LIFE 


Helping the Needy 


by An Industrious Accountant 


E alae of mine asked if our company had any job 


vacancies which might interest his young nephew, 


_ Donald, who qualified five years ago, and had since been 


KE Ke valuable accountancy experience in various jobs. 


e hadn’t at present, I explained, but I’d be glad to inter- 


`. view the candidate and get his record on file, should some- 
` thing attractive turn up later. 


There’s an element of pompous, if subconscious, self- 


= satisfaction in such interviews. Sitting back smiling, ques- 
_ tioning shrewdly, encouraging shy applicants with patroniz- 


ing nods, receiving grateful thanks for spending all that 


_ valuable time on a mere stranger . . . it’s a great boost for the 
- ego. 


Somehow Donald didn’t fit the usual pattern. Instead 
of the expected working terms first as auditor, then possibly 


= as junior accountant in a commercial firm, beid apparently 
_ taken short experimental sessions in a merchant bank, in a 
_ welfare organization as secretary, and across in Canada in 


some rather nebulous consultant-PRO-trouble-shooter 
capacity. 

He listened politely to my exposition of our up-the-ladder 
job structure and probable remuneration curve, though his 
knowledge of European interest rates and state social 


benefits was disconcertingly extensive. He was short, 
_ plump and dark, and put his finger-tips together while 


asking questions in a manner more inquisitorial than 


f _ respectfully elicitous. 


The job requirements seemed unlikely to present any 


E difficulties, he said thoughtfully, and the pay was reasonable 


enough, but what about benefits? What was official policy 
as regards residential training courses, and the prospect of 
rotational service with affiliates to enhance his promotional 
virtuosity? 

My explanation that such benefits depended on the 
individual’s projected career path and were necessarily 


played by ear, rang rather lame, but he just nodded and 
queried our share options scheme. His bank employers had 
operated a very liberal programme. 

We didn’t have such a scheme, I said stiffly. Other 
perquisites, such as pension benefits and year-end bonuses, 
were considered more beneficial. In Canada his firm had 
installed an automatic cost-of-living escalation factor to 
maintain living levels, so necessary to attract ambitious 
employees nowadays, he answered, and I went pink while 
saying that this area was a matter for board discretion. 

I retaliated with questions about his actual trans- 
Atlantic functions in detail, but somehow he drifted into a 
description of his carpeted office, with dictaphone built 
into the desk, private secretary and special lunch-room 
facilities. He’d been to Nevada, Chicago, and Brazil, of 
course, on financial investigations and marketing studies, 
but then his firm had provided a car-caravan outfit for such 
trips. His welfare outfit had asked him to investigate 
Bangladesh relief organizations, but he’d decided he wanted 
to settle down at home. 

I was glad to get him an appointment with Smith’s 
down the road — I don’t like Smith’s. 
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as ‘the continuing dialogue between 
the accountancy bodies and The 
Stock Exchange over ways of strength- 
ening the financial and audit control 
of Stock Exchange member firms’, 
the three Institutes of Chartered 
Accountants and the Association of 
Certified Accountants have for some 
time been studying possible further 
improvements in the auditing of such 
firms’ accounts. A full paper is now 
in the hands of the Stock Exchange 
Council. 

Alternative bases of maintaining and 
operating the Stock Exchange com- 
pensation fund are also under review 
by its Council. 


CIPFA’s View of 
the Budget 


ORCING nationalized industries 

into deficit by stringent price 
controls was ‘destructive to good 
management’, Mr Eric Wood, M.A., 
LP.F.A., Director of the Chartered 
Institute of Public Finance and Ac- 
countancy, said last week-end. His 
Institute ‘very much welcomed’ the 
Budget decision to allow the national- 
ized industries to increase their prices 
— a move which would certainly help 
to raise their management morale. 

CIPFA also welcome the Chan- 
cellor’s recognition of the need to 







improve industrial liquidity, following 
the recent CCAB representations to 
the Prime Minister. 

‘It is clear that prices will continue 
to rise’, Mr Wood added. ‘But it is 
most important that the present rate of 
inflation should be reduced, and the 
success of the Budget will depend 
very largely on the future rate of wage 
increases’. 

He described the public sector 
borrowing requirement of over £6,300 
million as a ‘worrying’ figure. Such a 
high level of borrowing, combined 
with continuing inflation, must lead to 
a continuance of very high interest 
rates. 





Changing Values 


Irish Institute’s Annual Conference 


RADITIONAL accounting conventions came under fierce attack at the outset 
of the annual conference of The Institute of Chartered Accountants in Ireland 
at Killarney earlier this month. Delivering the opening address, Mr D. S. A. Carroll, 
LL.D., F.C.A., banker and company chairman, and former member of Council of the 
Institute, analysed the distortion of society’s fundamental balances by today’s galloping 
inflation, and by the train of business failures, bankruptcies and unemployment 


inexorably resulting from it. 


Historic cost principles, he claimed, 
not only overstated real profits and under- 
stated real assets, but also misled the 
public, shareholders and management 
with disastrous political results. He illus- 
trated his contention from a recent 
television programme which had shown 
the cost-of-living index up by 16 per cent, 
with wages following in line, while profits 
and dividends rose by 41 per cent. The 
message, to uninitiated audiences, was 
that the bloated capitalist did well for 
himself. 


Management responsibilities 


Management had legal, social and eco- 
nomic responsibilities, but its primary 
responsibility was to maintain and de- 
velop a going concern. Hence its accounts 
must be drawn up so as to highlight the 
real implications of inflation, charging 
against current profits enough deprecia- 
tion to cover the replacement costs of 
fixed assets, and charging out raw 
materials at current price levels — thus 
giving effect to the LIFO system. Irish 
companies usually used FIFO, thus 
throwing up an artificially high profit on 
which tax was levied, since the Revenue 
Commissioners would not accept LIFO 


or replacement cost depreciation for 
assessment purposes. 

The National Prices Commission also 
rejected replacement cost calculations 


Mr Eric McDowell, F.C.A., President of the Irish Institute, /eft, in conversation with Mr D. S. A. 


when considering price increase applica- 
tions. The result was, in effect, a tax 
representing a levy on capital, and a 
freeze on inadequate selling prices. 
Taxation confiscated a disproportionate 
part of profits arising from an inflation- 
based value of company stocks, leaving 
insufficient funds to finance the purchase 
of new stocks, as well as new assets, at 
the new inflated values. The result was 
increased dependence on borrowing, 
leading eventually to bankruptcy. Mr 
Carroll recommended these remedies: 


1. LIFO stock valuations, the resulting 
surplus to be carried to a non-dis- 
tributable reserve without tax 
liability. 

2. Replacement cost depreciation to be 
allowable for taxation and for price 





Carroll, LL.D., F.C.A., a speaker, centre, and Mr Leslie McKee, F.C.A., a member of the con- 


ference committee. 
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A section of the audience at one of the conference sessions. 


increases, following annual revalua- 
tions. 

3. New information for management, 
pin-pointing under-recoveries, cash- 
flow variations, projected inflation 
rates and other variables, with a mas- 
sive educational programme to en- 
lighten outsiders, bankers and poli- 
ticians. 

A very effective brochure, showing 
permutations over ten years of the major 
variables, was circulated, but too late to 
enable full study of the results to be 
discussed. 


Grim outlook 

Professor L. Ryan, Chairman of the 
National Prices Commission, expressed 
himself as reluctant to discard traditional 
systems, irrelevant though they some- 
times were, and as compassionate in 
meeting special needy cases. No profes- 
sional group, however, had ever put 
forward a planned approach to structure 
his Commission’s basic investigatory 
system. Replying to a query quoting a 
shortfall of £100 million in the country’s 
top 50 companies’ working capital re- 
quirements over the next ten years, he 
thought that they could not survive. 

Mr James Goldsmith, chairman of 
Cavenham Ltd, who needed no introduc- 
tion, sounded a grimmer note of pes- 
simism when explaining how financial 
decay traditionally followed on pros- 
perity’s heels; people, he said, had come 
to accept prosperity as a God-given 
right while losing touch with the need to 
work. They argued the relative benefits 
of grabbing the profits of North Sea oil by 
taxation or nationalization, when the 
priority should be to obtain the oil. 

He highlighted the woes to come with a 
report on a typical industry with average 
annual sales of £100 million and profit 
before tax, interest, and dividends of 


£5°3 million, whose tax-flow deficit on the 
next two years would be £8 million - 
leading inevitably to bankruptcy. 

He analysed the social responsibilities 
of industry, touching on its duties to 
management for promotion, to employees 
for consultation, to shareholders for 
profits and to consumers for product 
acceptability. 

In reply, Mr Ivor Kenny, Director- 
General of the Irish Management 
Institute, saw industry’s first responsi- 
bility as survival in a hostile world, and 
the conference worried with him about 
capitalism’s unattractive fate. Annual 
reports should seek public sympathy by 
disclosing all- yes, all: the company’s 
payroll markets, and problems as well as 


ied EV: 


November 21st, 1974 


its finances. Noticeably, nobody sug- 
gested that accountancy firms might 
cease to lead from behind, like Gilbert’s 
Duke of Plaza-Toro, and file a modicum 
of information with their own meagre 
annual returns. 

Dr Rinaldo Ossola, Vice-Director 
General of the Bank of Italy, submitted a 
scholarly report on the staggering current 
account deficits of the industrial countries. 
Their $13 billion surplus in 1973 would 
become a $50 billion deficit in 1974. 
He ranged over several permutations of 
floating exchange rates, re-cycling of 
petro-dollars, reserve currencies, EEC 
loans, mobilizing gold stocks and un- 
redeemable bond. The figures were 
fantastic, and members’ imagination 
boggled. 

One listener, with ‘stagflation’ and 
‘slumpflation’ .in mind, asked for less 
jargon in future. The reply referred to 
‘neutralizing the inflationary void’, and 
he retreated. 


Unfounded optimism 
Mr B. J. Breen, General Manager of the 
Central Bank of Ireland, clarified the 
position from the national viewpoint; 
but his optimistic remedy of reduced 
government expenditure and diminished 
wage demands was clearly a forlorn hope. 
Speaking at the closing dinner, Mr 
Richie Ryan, the Irish Republic’s Minis- 
ter for Finance, referred to a coming 
White Paper on inflation, but ignored 
the basic argument of tax-free deprecia- 
tion in his assurance that everybody was 
suffering alike, whether on factory or 
kitchen floors. We must get our priorities 
right, he said, and be able to take the 
rough with the smooth! 





Mr Richie Ryan, the Irish Republic’s Minister for Finance, speaking at the closing dinner, with 
Mr W. S. Risk, B.Com., C.A., F.C.M.A., J.Dip.M.A., President of The Institute of Chartered 
Accountants of Scotland, /eft, and Mr Eric McDowell, F.C.A., President of the Irish Institute. 
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Accounting 


The Educational Problems 
by P. R. A. KIRKMAN, M.Sc., F.C.C.A., A.C.1.S. 


PROVISIONAL statement of standard accounting 

practice issued in May 1974 (SSAP 7, The Accountant, 
May 16th) recommended that listed companies should 
provide accounting statements adjusted for changes in the 
general purchasing power of money in addition to more 
conventional accounting information. The accountancy 
bodies concerned would certainly have preferred to issue a 
finalized statement on this subject, but establishment of 
the Sandilands committee of inquiry into the effect of 
inflation on company accounts has made it difficult for the 
profession to express a final view before publication of the 
committee’s recommendations — probably in the early 
months of 1975. 

The provisional statement on this subject suggests that 
current purchasing power (CPP) statements should be 
provided by all listed companies in respect of the first 
financial year beginning after June 30th, 1974. This will 
mean that the additional accounting information involved 
will not become available until the latter part of 1975 or 
even later, depending on when results for 1974~75 or 1975 
are announced. A provisional statement cannot carry the 
same authority as a definitive accounting statement which 
has to be observed by all members of the major accountancy 
bodies; but the fact that over 30 organizations have already 
provided inflation-adjusted accounts in the last year is a 
hopeful sign for the accountancy bodies — although there 
may be a strong temptation for companies not to provide 
CPP accounting information where the results show a 
considerable reduction in profit. 


Educational programme 

Most businessmen would probably claim that they were in 
favour of adjusting accounting statements for inflation 
purposes, but it seems probable that many of them do not 
understand the overall implications of the official publica- 
tions on this subject. If an educational programme is to be 
launched in the near future it is absolutely essential that 
members of all the major accountancy bodies should appre- 
ciate precisely what CPP accounting statements involve. 
This is certainly not the position at the present moment as 
accountants, like many other busy persons in the business 





The author is senior lecturer in accountancy at the University of 
Exeter, and the author of Accounting under Inflationary Conditions 
(George Allen & Unwin). 
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community, frequently tend to ignore possible new de- = 


velopments until they are absolutely certain that they are 
going to be introduced. 

At the end of 1973 there were some 100,000 qualified 
members of major UK accountancy bodies, of whom about 
70,000 were actively employed in the UK. Many of these 
accountants are not associated, either as company account- 
ants or auditors, with the 3,400 quoted companies which are 
registered in the UK. It must not be forgotten, however, 
that unquoted subsidiaries and associated companies will 
also have to produce CPP accounting information for 
incorporation into group accounts, and as a result the total 
number of companies affected by the provisional statement 
may well be in excess of 20,000. 


Interpretation problems 

Ideally all the qualified accountants who are likely to be 
affected by SSAP 7 should be able to attend an appropriate 
one-day or evening seminar on this subject. ‘This would, 
however, be an extremely difficult matter to arrange, and 
in any case it is doubtful whether there are sufficient 
lecturers available with the necessary knowledge of this 
subject. The vast majority of accountants will therefore have 


to rely on their own reading of the relevant literature, which ` a 


will almost certainly cause problems in appreciation and 
interpretation. Accountants are not lacking in the ability to 
understand complicated documentation, but my experience 
of leading seminars on this subject in the last year has shown 
many areas of misunderstanding in CPP accounting. 


In addition to qualified accountants, there are over 


90,000 students in the major UK accountancy bodies, and 
most of these will need to be fully acquainted with CPP 
accounting procedures — a topic that will almost certainly 
be the basis of many examination questions in the years to 
come. Textbooks and correspondence course literature will 
need to be drastically revised to ensure that students are 
provided with proper guidance in an extremely important 
subject-area. 

Outside the accountancy profession, there are many 
members of the business community who will need to 
appreciate the significance of CPP accounting statements. 
Directors, bankers, company secretaries, financial analysts 
and members of The Stock Exchange will all need to havea 
knowledge of the adjustment procedures, and lawyers will 
probably become involved with the relevant provisions 
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before many years have passed. Personal and institutional 
investors will also be extremely interested in the additional 
information disclosed in published accounts, and there will 
almost certainly be an appreciable demand from this 
quarter for a full explanation of the adjustments that have 
been made. Trade unions are also likely to be interested in 


2 _ the provisional statement as many wage claims are related 
fo company profits. Acceuntants will be called upon in 
= most cases to explain the adjustments to many of these 


groups, making it absolutely essential for the accountant to 
= appreciate the principles involved in the adjustment process 
~ and the precise significance of the adjusted figures. 


E: Gross profit adjustment process 


The starting point in the educational process for both 


E accountants and management should probably be in the 
~ trading account section of the profit and loss account. Most 
= lecturers and writers on this subject start off with a very 


= simple example for, let us say, the financial year ending 
December 31st, 1973: 


June 30th Purchase of finished goods .. de 80 
December 31st All goods sold Ga ; 100 


In conventional statements, gross profit will be calculated 


as £20, but in an inflationary situation both stocks and 


prices in general may well have risen by 5 per cent between 
June 30th and December 31st. If this was the case, the 
gross profit adjusted for inflation purposes will be £16, 
i.e., {100 less {80 increased by 5 per cent. In most circum- 


` stances, however, stocks and prices in general will not rise 


by exactly the same percentage margin, a situation that has 
been very common in recent months with purchases of 


= raw materials or foodstuffs on international markets. 


The major difficulty in this area will, therefore, almost 


_ certainly arise when stock prices have risen by, say, 10 per 


cent, and prices in general by 5 per cent in the last six 
months of 1973. In this case the CPP profit will still be £16, 


| which is a completely different figure from the £12 ({100 


less £80 increased by 10 per cent) that would be shown as 
gross profit under a replacement cost accounting system. 
= In these circumstances, the problem for the accountant 
-is to know how to explain the precise meaning of the £16 
~ adjusted profit to management. Those accountants who 
_ have examined the official ASSC publications would 
= probably suggest to management that the £16 is the result 
_ of matching sales and the cost of goods sold in current 
purchasing power terms. This explanation will, however, 
almost certainly cause a considerable amount of mis- 
understanding as many directors will assume that sales are 


_ being compared with current purchase costs — which is 
= certainly not the situation in this particular case. 


In the few organizations that have so far produced CPP 
accounting statements, the explanations regarding the 
precise meaning and significance of the adjusted accounts 
have not been very helpful. Currys did try to provide an 
explanation in simple language in their 1973 annual report 
and accounts: 


“The group profit unappropriated on a current purchasing 
power basis is £515,000 less than the profit on a historical 
basis. This difference can be illustrated in very basic form by 
a simple analogy. Imagine a street trader who purchases a 





refrigerator for £30. By the end of the week he sells it for 
£40. He now replenishes his stock by purchasing another 
refrigerator. He finds, however, that because of inflation he 
must now pay £32. The question to be asked is “How much 
profit has the trader made?” An accountant using the tradi- 
tional historical cost basis will say he has made: {40 (selling 
price) less £30 (cost price) = £10 profit. The trader, however, 
looks at the pound notes in his pocket available for spending, 
Le £40 (selling price) less £32 (replacement cost) = £8 profit. 
On this basis his profit available for distribution is reduced by 
£2. Similarly Currys have a smaller sum available for 
distribution than that shown by historical cost accounting.’ 


Unfortunately, however, the example provided is an 
illustration of replacement cost accounting not CPP 
accounting, and the £8 profit would only be a correct 
figure in a CPP accounting system if prices generally had 
changed in exactly the same way as refrigerator prices. 
This does not mean that Currys have carried out the major 
adjustments incorrectly — the adjusted accounts are laid 
out admirably in a form that many companies could use- 
fully adopt and there is no doubt that adjustments have been 
made in accordance with the official ASSC recommenda- 
tions — but it does stress the difficulty of explaining the 
adjustments in simple language. 

In view of the difficulties involved in the explanation 
process it seems probable that published accounts will only 
provide brief comments on CPP accounting statements, 
e.g. ‘The adjusted profit has been arrived at by expressing 
stocks, depreciation and transactions during the period in 
pounds of current purchasing power at the end of the 
peried’ (see the accounts of William Low & Co Ltd). 
Whether this is an adequate explanation is very much a 
matter of opinion. In any case, there does seem to be a need 
for a national guide to CPP accounting to which all com- 
panies could refer investors if they felt so inclined. 


Depreciation and fixed assets 


If the closing stock in a balance sheet is acquired, on 
average, three months before the end of the financial year 
and it is then adjusted to end of year purchasing power 
terms with a general price-level index, there may not be a 
great difference between the adjusted stock figure shown 
in CPP accounting statements and the current replacement 
cost. Fixed assets may, however, have been acquired 
many years ago and, if the original cost is adjusted with a 
general index, there may be a substantial difference between 
the figure shown in the CPP accounts and the current 
replacement value of the asset. 

Buildings may have been purchased in 1955 for £20,000; 
since that date, prices generally have increased by 100 per 
cent, but the current value of the property is £90,000. In 
these circumstances the balance sheet figure shown in CPP 
accounting statements will be £40,000, although there is 
nothing to stop a company providing note information 
about the current value of the property — or even writing 
up the adjusted cost of the property, i.e., £40,000, to the 
current value of £90,000 by the creation of a reserve of 
£50,000. When it is not feasible, however, to provide 
current value information, how should the accountant 
explain the precise meaning and significance of the adjusted 
figure of £40,000? 

It could be suggested that it is the historical cost of the 
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Now available 


Butterworths Budget 
Tax Tables 1974 No. 2 


Edited by J. Jeffrey-Cook, F.C.A., F.CLS., F.T.II., and 
G. Whillans, EIB. F.T.LL, F.R. Econ. 5. 


Only two days after the Chancellor’s Speech in the 
House of Commons Butterworths Budget Tax Tables 
are available. The work contains the Budget proposals 
in detail under distinctive headings, and the whole is 
printed on card, a durable and convenient means of 
reference. For full information on all that was promised 
for the Autumn Budget, including details of Capital 
Transfer Tax (Gift Tax). The relational between 
Gift Tax and Estate Duty and Developmeut Land 
Tax, Butterworths Budget Tax Tables, published with 
Butterworths customary. speed and efficiency, is the 
most accurate, easy to use source. 


- Price 60p post free 0 406 50808 9 


Butterworths 
Tax Handbook 1974-75 


Edited by David Roberts, ‘of Butterworths Editorial Staff. 


Published annually after the Finance Act has been 
passed, the ‘Yellow Book’ as it is popularly known, is 
essential to all who deal in tax matters. It sets out 
verbatim all the legislation relating to income tax, 
corporation tax and capital gains tax as amended and 
as operative for the current financial year. 
In the 1974-75 edition the text of the Acts is set out as 
known at August 6th, 1974, and a list of the retro- 
spective provisions of the Finance Act 1974 is provided 
showing the date from which each provision operates. 
. In the case of many practitioners it is a significant 
day i in each year when Dev receive their copies of the 
new integrated reprint of all unrepealed tax legislation. 
This is truly a unique handbook.’ — Taxes. 


Over 1,000 pages, price £5-90 post free 0 406 50990 5 


` The Tax Practitioner’ S 
Diary 1974-75 


Edited by Butterworths Editorial Staff. 


Widely acclaimed by tax practitioners and accountants 
for its comprehensive, compact and convenient pre~ 
sentation of essential information, this handy pocket 
size diary comes in a soft, durable P.V.C. cover with a 
separate address and telephone booklet in the front 
pocket. Covering fifteen months, the diary section shows 
two weeks at an opening. With its neat slim size (7x 
34 in.) and flexible binding this diary travels comfortably 
in the breast pocket, providing the practitioner with a 
source of ready reference wherever he goes. The 74-page 
information section is a veritable encyclopedia of tax 
data in a nutshell, including revised up-to-date sections 
on stamp duties, National Insurance contributions and 
GE benefits, and ready-reckoner tables for all rates 
of tax. 
‘Ideal present for the over taxed boss.’ 

Product Licensing Index. 


Price £2-20+18p VAT, post free 0 406 53952 9 


Butterworths 


Borough Green, Sevenoaks, Kent 
Showroom: 11-12 Bell Yard, Temple Bar, London WC2 
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Foundation 


launch one of the biggest ever 
developments m charity finance 






To mark the provision of new and unique financial 
services tò private and corporate supporters of good 
causes, the Charities Aid Fund has become the 
Charities Aid Foundation, and offers to Solicitors, 
Accountants and their Clients. 


x A virtually cost-free and trouble-free method 
of setting up and administering CHARI- 
TABLE TRUSTS. 


% An improved specialist DISCRETIONARY 
COVENANT SERVICE which enables full 
advantage to be taken of tax concessions, 
yet surmounts most of the difficulties thought 
to be inseparable from Deeds of Covenant. 


To learn more about the services which the Charities 
Aid Foundation offers you and your clients, please 
ask yout secretaty to return the coupon to us, 
marking those booklets which you would like to 
receive. 


| CHARITIES AID FOUNDATION 
48 Pembury Road Tonbridge Kent 
Please send me the following booklets:- 

THE FACILITIES OF THE CHARITIES AID 
FOUNDATION. A guide to methods of giving to charity. 
TRUST FACILITIES. 

A guide to those who, wish to give capital to charity. 
GIVING TO CHARITY FROM INCOME. 

A guide to individual donors. 

‘THE BUSINESS SIDE OF GIVING TO CHARITY 
A guide to Company Directors, 


DEEDS OF COVENANT. 
‘Their preparation and administration. 











CHARITIES AID FOUNDATION 
| Specialists jn the administration of tax-free funds for war 
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Ever~ year we pay homage, as 2 nation, to the dead of all 
thres Services. 

And zvery year we forget the thousands who live on — after 
a fast-on. e f 

For the dead and maimed are not the only casualties. All 
too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We trip them in their own homes and in hospital, these 
men cad women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For sme, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


“They've given more than they could ~ 
please give as much as you can.” 


EX-SERVICES 
MENTAL WELFARE SOCIETY 


RH Thurloe Street, London SW7 2LL. 01-584 8688. 





MFORD - ESSEX 


Centrally Located 





RO 


Modern Ground Floor 
Air Conditioned 


(Offices A Workrooms : 
5,600 sq. ft 


deal Computer Bureau, Photographic 
Studios or Light Printing 


LEASE FOR SALE 
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59752 High Holborn, London WC1V 6EG 
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asset adjusted to current purchasing power ‘terms by the 
application of a general price-level index. Members of 
management might well ask if the amount of £40,000 has 
any particular significance at the date of the latest balance 
sheet. The answer to this one is probably that £40,000 
would be the purchase price of buildings today if property 
prices had changed since the date of acquisition in the same 


way as prices generally. There seems little doubt, however,. 


that the current valuation figure of £90,000 will have far 


more significance for.the typical director, provided that it is - 


genuinely possible to obtain a realistic valuation. 
With other fixed. assets such as plant and machinery it 
mar. be much less easy to obtain a current replacement 


valuation figure; especially if a new and improved asset 


has recently, appeared on the market. A‘ machinery cost 
figure adjusted for, general price-level changes is however 


not a substitute for replacement value. It is only intended to , 


express the original cost in current purchasing power terms 
and need bear no resemblance to replacement value. 


The calculation of depreciation must be explained in- 


similar terms. The accumulated adjusted depreciation will 
not provide a fund that will eventually produce sufficient 


funds for replacement. purposes. Depreciation is. still ` 
` primarily concerned with historical events, and is intended 


to write off the original cost of the asset, although the cost is 
now expressed in current purchasing power terms. 


There are, therefore, many possibilities of misunder- ` 


standing i in the treatment of fixed assets and depreciation 
in a CPP accounting system. In the balance sheet it would 
appear essential that companies should at the very least 
point out, as Owen Owen has done, that the adjusted 
figures are ‘not necessarily the realizable or the replacement 
value of the assets concerned’. ‘The obvious response might 


‚well be ‘If, the adjusted figures are not equivalent to 


replacement cost or -realizable value, then what are they 
and what purpose do they serve?’ ` 

The answer to this question is one of the greatest difficul- 
ties involved in any Ha that are made to explain SC 
accounting. 


è Losses and gains on monetary items 


Most accountants and businessmen can appreciate the need 


‘for depreciation and stock adjustments in a period of in- 
flation, but it seems probable that there will be considerable _. 


difficulties “involved in any attempts that are made to 


explain purchasing power losses and gains. Possibly the. 


best way to approach this problem i is to begin with a very 
simple illustration of a situation in which, say, £200 has 
been placed in a bank current account for one year, after 
which time it is withdrawn. In‘a year during which there 
has been 10 per cent inflation, the investor will have £20 


` less purchasing power at the end of the year than he had at 
the beginning; in other words he will need £220 at the end. 
_ of the year to buy goods that would have cost £200 on 


January st. 

Purchasing power losses can also be eege with other 
monetary. assets such as debtors, where delayed settlement 
will result in a loss for the seller, and-certain investments 
where the amount eventually repayable i is a fixed amount 


regardless of inflation. Losses of this nature will be recorded . 
in the adjusted profit and loss account, although a net. 
figure wil almost ooo be shown after taking ‘into 
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account - vany purchasing power gains. “It is debatable, 
however, as to whether the net figure’ should be placed 
before or after any deduction for taxation relating to the 
current year; SSAP 7 appears to favour taking these items 
into account before taxation at the present moment. 

If purchasing power losses. are incurred. by holding 


monetary assets, there are obviously gains to be made from 


getting into debt. A one-year loan from a bank or other 


. organization will produce a gain for the borrower, as the 


purchasing power of the money repaid will not have the 
same purchasing power as the amount involved at the time 
it was originally borrowed. There may, of course, be heavy 
interest charges to set: against these gains, although many 
companies are still paying relatively low interest charges 
on money borrowed many years ago. In some cases ` 
however, interest charges are not involved, such as delayed 
payment to créditors — although some companies are now 
introducing service charges on overdue accounts., » 


Loan stock 


Purchasing power. gains ‘will also be: made by issuing 
loan stock or preference shares, where the amount eventu- 
ally repaid is a set amount not affected by inflation. Loan 
stock has been very popular as a means of raising capital in 


‘recent years, primarily because of company. taxation 


regulations, but management should now begin to see, the 


advantages in terms of purchasing power. On the other . 8 


hand, investors may well begin to realize the disadvantages 
of owning such securities and will probably demand much 


- higher interest rates. 


It is extremely debatable, however, as to whether the 
purchasing power gains relating to loan stock and pieference 
shares should be brought into account each year as part of 
distributable profit, as: has been suggested in the provisional 
statement: This matter has already aroused considerable 
controversy, and it would appear that there are contrasting 
opinions in both the academic and business sectors.'. 

From a psychological point of view members of manage- 
ment might well prefer to see such gains included in profit 
for the year, as this approach will usually reduce the 
differences between reported and adjusted profit. Opinions 
would almost certainly change, however, if this method of 
accounting was accepted for taxation purposes. _ 

Very little attempt has been made by those, companies - 
which have produced CPP accounting statements to explain 
the precise reason for these losses or gains. The British 
Printing: Corporation did attempt this task, but share- . 
holders may still be rather Kees about the explanation 
provided : 


‘As obligatioris to repay dibenne stocks and fixed loans 
‘are-not aftected by inflation there is a gain in respect of the 
movement in the year. In 1973 this gain amounted. to {2-16 
million against an interést charge of Är 57 million,’ i 


This company is certainly to be praised for attempting : an 
explanation, but there does seem to be a. need for further `’ 
clarification of the issues involved. Most shareholders, 


1See, for DESS P. R. A. Kirkman, ‘A Weakness of ED8? — Long-term 
Debt and Distributable Profit’, The Accountant, April 19th, 19733 
comment on this article by Mr J. -Pearcy on May 17th, 1973; and 
further articles published in The Accountant by Professor R. S. Gynther 
on July 12th, 1973, and Messrs D. A. Egginton and R. Ç. Morris on 
October zıth, 1973 ~” Sc 
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for ence would prokably ‘not appreciate what was 
meant by.‘the movement ia the year’. 


. Pethaps the. major educational difficulty in this area is ` 
_ related to'the fact that mamy private individuals have been 
_ brought up in an atmosptere i in which it was considered 
~ undesirable to_putchase items if they could not be paid for 


in cash. Many businessmen may also see very significant: 


advantages in holding’ larg> cash resources, e.g., for take- - 
over bids. The suggestion, therefore, that significant pur- - 


- chasing power gains shoulc be brought into the profit and 
Joes account'when a business organization is deeply in debt 


‘present moment. Perhaps a more satisfactory auditors’ 
report is provided, oons: enough by the Arthur. 


may not be very easily accepted by many company direc- 
tors, especially when there are difficulties in paying yearly 


interest charges. 


. Position of the daana 


Many shareholders imagine that they are fully protected by 
the company auditors against all forms of financial’ mis- 
representation by the directors. Shareholders-will therefore 


look with very great interest at the comments that are made 


by auditors on CPP accounting statements. 

. Some companies that haye. produced CPP accounting 
statements have asked (her. auditors to report on the 
adjusted statements. In most cases (e.g. British Aluminium, 
Dimplex Industries, GKN, Owen Owen, Tube Invest- 


ments and Bernard Wardle}, the auditors have stated that’ 
E he adjusted accounts are in accordance with the proposed 
“statement of standard accounting practice and the tradi- 


tional accounts have been accepted as showing a rue and 


` fair view of the financial affa:rs of the company. 


- Another company, G. A Robinson, is of particular 
interest, as can be seen from "be following extract from the 


“report of Arthur Andersen & Co: 


‘In our opinion, the accompanying accounts presented on 
an historical cost basis give a true and fair view on such basis 
of the state of affairs cf the company and the group at 
February 28th, 1973, and of tke profit and source and applica- 
tion of funds af the group fcr the gear ended on that date, 
and comply with the Comparies Acts 1948-and 1967. ` 

`. ‘Also we have examined the supplementary current general 
purchasing power statement which the company has pre- 
pared to restate in summary form the results and financial 
‘position of the group in terms of the purchasing power of 
money. at February 28th, 1973. The bases used by the com- 
pany are described in the notes to the statement. In our 
opinion, ‘the .statement gives a true and fair view of the’ 
information set forth therein.’ ` 


one of complete bewilderment. How ‘can both profit 
statements, which produce very different profit figures, 
show a true and fair view of the affairs of the company? 
The cynic might well suggest that the CPP -accounting 
statements show a truer and fairer view than the conven- 
tional accounts, but this type cf comment would obviously 
not be acceptable to the accountancy. profession at the 


, Andersen organization in the USA, in comments made on 


H 


‘ the 1972 inflation-adjusted accounts of-the Indiana Tele- 
_ phone Corporation: 


.. ‘In our opinion, the accompanying financial ‘statements: . 


shown under, column A [these were the historical cost ac-. 
counts] present fairly the financ.al position of the Corporation 


H 
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as ot December 31st, 1972, and the results of its operations ` 
and Ae changes in financial position for the year then ended, 

-~ in conformity with’ generally accepted accounting principles 
applied on a basis consistent with that of the Preceding year. 
_ ‘In our opinion, however, the accompanying financial’ 
statements shown ‘under column B [these were very similar 
to CPP accounting statements] more fairly present the 
finencial position of the, Corporation as of December 31st,, 
1972, andthe result of its operations for the year then ended, 
as recognition has been given to changes in the purchasing 
power of the dollar as explained in Note 1(a).’- 


It isto be hoped that the accountancy profession in the 
UK can agree on a satisfactory: audit wording for CPP 
accounting statements. Shareholders and. many other ' 
interested parties may well look to the auditor’s report for 
some comment on the significance of the adjusted account- ' 
ing statements which, according to the provisional statement, 
will have to be reported on by company auditors. _ 

The educational problems involved in the introduction of 
CPP accounting information are probably much greater 


‘than most members of the ASSC have imagined. The. 


reaction of some.members of management may well be 
similar to that of chartered accountant Sir Charles Hardie, 
chairmaa of the British Printing Corporation, who after 
publicat.on, of his company’s adjusted results described ~ 


the exercise as “interesting but what the hell it.means I . 


don’t know’. 
It is cifficult to say how typical Sir Charles may he of ` 
UK management, many of whom are got qualified ac- 
countants. There seems little doubt, however, that there 
will be similar complaints. from members of management, 
shareholders and analysts, especially. when they discover . 
after a vear or two that the adjusted accounts of the 
previous year have been altered and.updated to express 
them ir. purchasing power terms at the end of the current 


. financial year. 


Need fo- effort, 


Now that the accountancy ` profession ; Ip the UK has 
decided to proceed with the issue of a provisional statement 
on this subject, accountants must make every effort possible 
to put the new system into operation and to explain as 
clearly as possible what the adjusted figures ‘mean. -The 
rapidly growing academic sector of the accountancy profes- 
sion will have a particular contribution to make in this . 


` area. It would be very easy for academics to opt out of the 
The shareholder response tc this statement, could well be 


educational process — especially when many of them are in 
favour of current value or replacement cost accounting — - 


~ but this would in ay opinion be a serious neglect of 
; responsibility. 


I hope, therefore, that every ‘attempt t wil be made to. 
give CPP accounting a fair trial. Inevitably there will be 


_many difficulties:involved, but the combined resources of 
` the business sector and the accountancy profession should 
‘be able to provide a powerful educational programme on 


this subject. In the long term, it may well be found that ` 
CPP accounting is only a brief stopping place on the road 


to more satisfactory methods of accounting, but in the 


meantime the profession must do its utmost, with the vast 

resources that it has available at its disposal, to lead the 

world into nore realistic methods of accounting in a period 
g inflation a o 
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Professiona II ndepeidience 


Pertinent Questions in a Delicate Relationship 


In the course of his paper to the 1974 aiiitial conference of The © 

Institute of Chartered Accountants in England and Wales, Mir D. S. Morpeth, 
©. T.D., B.Com, F.C.A., a Past-President of the Institute, intentionally 

left open fór group, discussion a number of questions relating to situations in 
which an auditor’ s, independence might be impaired or — hardly less significant — 


might seem to be at risk. 


The Accountant here suggests some answers, not in any way as a definitive 


Should th the Institute ban all SE of shares i in any client 
company, or only material holdings 3 
It has to be remembered (a point already: made; to the 


_ Redcliffe-Maud inquiry into corruption in local govern- 
ment) that a man who is minded to take advantage ofia 


privileged position will not- be -deterred by: ‘regulation . 


alone. The sole purpose of any restriction or limitation 
which the Institute might impose would be to maintain and 
enhance public confidence in the standards of its members. 

An absolute ban, besides making no provision: for the 
exceptional case, would present almost. insuperable 
problems of enforcement, possibly to the point of bringing 
the whole concept of professional discipline into.disrepute. 
Material holdings in client companies, however, should be 
strongly discouraged ~ if not to the extent of outright 
Gees at least in such terms as ‘It is in general un- 
desirable ...’ ‘or ‘It is inconsistent with, a _ member’ s 
obligation . . 

The real ee is perhaps more likely, to arise in un- 


quoted than in quoted companies; the prospect of an indi- . 


vidual auditor holding a sufficient interest in a substantial 
quoted company tò influence its policies, or to derive signifi- 
cant personal advantage from dealings in its shares — even if 
so minded — may be considered remote. In’ an unquoted 
company with few members, on the other hand — and 
especially if those members are personally known to one 


another and are accustomed to decide matters by informal ` 


consensus — the. auditor-shareholder could well exercise a 
significant de :facto influence, and could not reasonably be 
considered independent. 

In an extteme case, such a person, if exercising a signifi- 
cant influence on the company’s policies, might be ‘occupy- 
_ ing the -position"of director by. whatever ‘name called’, 


contrary to sections 161 and 455 of the Companies Act 


i948. 


Should the ban be nly in relation to audit cileñts. or where 
the member is acting asan independent reporting account: ` 


ant; of should it be extended to all kinds of- assignment ? 


The ban, or whatever degree of restriction is thought appro-.. 
priate, should apply to audit clients; and ‘to any other’ 
assignmient which might-allow the accountant-shareholder, - 
in the minds of-third patea, the possibility of EE 


` 


solution, ‘but rather as a contribution to the continuing debate. Other 


.contributors” views are invited. 


personal advantage. It appears RE practicable to 
_ frame an exhaustive list of potential assignments in which 


this possibility would arise; in the same way as the ‘insider 
dealing’ debate on the now-defunct Companies Bill 1973 
presented difficulties of definition. 


` Should the bai extend to EE ina fiduciary See — 
. 6.9g., Where a partner is a trustee of a trust So holds shares 


in-a client company ? pa 
Unless the partner in question is Be a sole’ trustee — 9 
situation normally to be avoided, if only in the interésts of 
continuity — attempts to impose a professional restriction 


- would be a needless complication’ serving no, useful 


purpose. The: presence of his co-trustees, and the need for . 
their concurrence, could be expected to apply a significant 


_ restraint.’ Further, for the partner in question to derive 


any personal benefit from such a-relationship would. be a 


breach of trust, for which remedies at. law’ are already 


available. GË 


Should the ban include. relations of thé partners, ahd: how 


“widely should the ban be drawn? 


. To the extent that the case for a restriction is Wade out, ` 
-it should include persons who might reasonably be seen as 


potential ‘avenues of avoidance’ = wife or husband, minor 
children resident in the household, and possibly brothers, 
sisters: and parents. Any attempt to frame too. wide a 


. definition should be avoided; it will be remembered that the ` 


Inland Revenue’s efforts in this direction. succeeded in 
creating the possibility of "related persons’ in law who were 


` unknown to one another, in fact! 


; What should be dona ‘about employees of the auditing Se SS 


No restriction that the Institute might be ina position | to 
impose could be effective against employees; nor is it clear ‘ 
what useful purpose any. such attempt might serve. 
Employees can and do move from one firm to another; 
their responsibilities and. opportunities vary greatly. Any 
attempt to restrict shareholdings in their case would almost ` 
certainly be regarded inlaw as an- unreasonable restraint. 
It is the firm and its. partners whose name and professional ` 
reputation are at risk.in any reporting assignment, and who 
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-may reasonably be expected to exercise proper safeguards 
-in the recruitment, depleyment. and supervision of their 
` staff. Abuse by an emplcyee, for his own advantage; of 
` confidential -information acquired in the course of his 
employment already gives rise to a legal remedy. - 


Should the institute permit members — and under what 
- conditions — to act in association with members of other 
_ professions to provide services additional to accountancy ? 
If the client’s interests ere accepted as the overriding 
consideration in all circumstances, then the only possible 
vanswer is ‘No’. The hazards inherent in multi-discipline 
practice outweigh any possible advantage to the client. 

' Among the objections -o multi-discipline practice are 
that partners trained in one discipline would not be 
competent to appraise ard to accept responsibility (as 


the present law requires) for the work of their co-partners - 


from other disciplines; that ‘minority groups’ ‘such as, say, 
two or three solicitors among a larger number of account- 
ants would tend of necessity to become ‘generalists’ rather 


than specialists; increased risk. of ‘dabbling’ beyond the’ 


extent of cne’s own professional knowledge; and a tendency 
to abdication of responsibility and seeking redundant 
‘second opinions’. 

There is nothing to prevent a member of one profession 


who finds that his client needs the services of another from 


making such a recommencation. Nor is it unknown for 


members of one profession to-be employed by another — 


though this sometimes raises delicate questions of relative 
status, since employees as such have no responsibility for 
the running of the practice. 


In a multi-discipline practice, partners of one specializa- _ 


tion would: be constantly tempted to refer work to ‘the 
other side’ before reaching z decision, leading to additional 
expense ard delay for the Cent. 

Legislation to amend tie Solicitors Acts would be 
required as a prerequisite tc any form of joint partnership 
with members of the legal profession — the most likely area 
for joint enterprise, in view of the extent of the existing 
frontiers. 


Is independence affected if: 

(a) you and your partners do other professional work 
(taxation, managemerd consultancy, accounting and 
book-keeping) for a campany which your firm audits d 

(b) the proportion of fees derived from a single client is 
such that to lose the cient would be a disaster to the 
practice 7 

(c) there is a financial invelvement with the client, either 
-by lending to or receising a loan from the client, or 
guarenteeing a loan fer the client? 

(d) advice given to a cliem results in receipt of a commis- 

- sion {rom a third party d 
(a) The threat to independence in this very common 
relationship. is more apparent than real; it rests-on the 
thought that to perform othez services for audit clients may 
cause. the <ccountant to stand too closely to those same 
directors and other executives whose actions — as the 
shareholders’ appointed aucitor — he is responsible for 
` checking. 

If auditing and other professional work were to be 

strictly seg-egated, one likely corisequence would be a 
reluctance by some very able practitioners to accept audit 
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assigaments ~ as has already occurred in other countries — 
leading to a significant decline in the standards of this 
important branch of professional practice. 

Insermation gathered in the course of other professional 
work 3s often of assistance in audit planning, and vice versa. 


If sezarate teams or separate firms were engaged, there 


would inevitably be repetitive work, delay. and additional 
experse. Clients could not reasonably be asked to accept 
this situation in the absence of clear evidence of abuse 
under the present system. 

Th= developing concept of an auditor’s responsibility to 
a wider ‘relevant public’ renders unrealistic and obsolete 
his more limited and traditional role of ‘shareholders’ 
watchdog’ over the directors. l 

(b) The professional practitioner is still less vulnerable in 
this suaton than is the employed member, who in an 
extrene case may have to risk his whole livelihood on a 
signiffant point of principle! More important than the 
amount of the fee is that it should be determined on a 
prope- basis — having regard t to time, skill and respon-- 
sibilit~. 

If ssch a situation develops, it may indicate not so much 
that the accountant is in danger of becoming subservient, 
but rather that the client is tending to outgrow the ability 
of the practice to serve him adequately. It is this aspect of ` 
the metter which calls for careful consideration — particularly 
in view of the declared aim of the Ethics Committee to 
restric members from accepting assignments outside the - 
range -f their own professional-abilities. 

Any restriction on this basis would be extremely difficult 
to quantify, whether in proportionate or in monetary 
terms, and almost impossible of enforcement. It would also. 
expos2 the Institute to the risk of a complaint of atng in 
unreascnable restraint of trade. S 

(c) This appears to be a very undesirable situation, as it 
creates between the accountant and his client a financial 
relaticnship not related to a proper reward for professional - 
services. Such services, it- has already been said, rest 
proper-7 on advice rather than executive action, and it is 
fundamental to the concept of professional independence 
that tre practitioner should not have a direct financial ` 
interes: in the. outcome; percentage and EE fees 
have long been regarded with disfavour. 

An accountant might reasonably be asked to give a 
referenze for his client, but direct involvement in the 
making or guaranteeing of a loan — in either direction — 
appears to fall outside the normal professional relationship. 

(d) Until 1973, this situation — other than with the 
client’s knowledge and consent'— was contrary to the 
fundarrental rules contained in the Institute’s original and . 
supplercental Charters. For reasons already outlined, it is 
an undzsirable basis of remuneration, and one which to a ` 
reasona=le observer raises the direct possibility -of a. 
conflic: of interest. While it is recognized that the practice 
is of lomz standing in certain areas of business — insurance 
and bulding society agencies as conspicuous examples — 
the bett=r opinion is against extending it further. 


Je the auditor's independence: threatened because his fee is 


paid by the audited company ? 


Provides, as already said, that the fee is properly related to . 
considerations of time, skill and responsibility, there is no ` 


THE 
November 21st, 1974 


reason to think that the auditor’s position may have been 
compromised as a result. 
If audit fees were payable other than by the client 
‘company — presumably from central government funds, in 
view of the statutory audit obligation — auditors would 
become in effect civil servants, leading to de facto national- 
ization of this part of the profession. Probable consequences 
would include increased formality and delay, disregard for 
the particular circumstances of individual clients, ‘standardi- 
zation’ of audit procedures at the lowest common de- 
nominator and (on the analogy of France, where a 
comparable situation already exists) reluctance by the 
profession’s more able members to undertake such 
assignments. None of this would be conducive to enhanced 
independence, or to improved standards of professional 
judgement. 


Does an outgoing auditor need greater safeguards d 


Generally, the Companies Act provisions, combined with 
the professional duty to communicate with any predecessor 
before accepting nomination, should be effective. To 
extend them significantly would be tantamount to giving 
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the existingauditor a ‘freehold’ over the job, unreasonably 
limiting the client’s bona fide freedom of choiceand creating 
a situation which would be open to abuse by a minority of 
practitioners. 

There is room for clarification, however, of the status of 
the usual professional communication in such circum- 
stances; there is some reason to think that it would be 
protected by qualified privilege (non-actionable in the 
absence of malice or improper motive) in any event, but no 
direct authority. Members of the profession may be 
excused a certain reluctance to participate in a leading case! 

Freedom to communicate with one’s predecessor is a 
recommended term of the English Institute’s standard 
engagement letter, and few members would think it 
proper to accept nomination if such consent was refused 
without very good reason. At the same time, professional 
independence and integrity would be served by the: 
establishment of an absolute right of communication. 

The right of an auditor to resign at any time, and to 
draw attention to matters connected with his resignation, 
should also be established. Clauses 66 and 67 of the now- 
defunct Companies Bill 1973 afford a precedent. 





Money Held in Trust 


VALID trust may be created without the use of the words 
‘trust’ or ‘confidence’, it was decided in the Chancery 
Division recently. 

A-mail order company encountered difficulty in obtaining 
supplies and, on the advice of its bank manager, opened a 
separate deposit account into which were paid deposits received 
from customers for goods not yet available for delivery. The 
company subsequently went into liquidation, and a question 
arose of whether the deposit account balance formed part of the 
general assets of the company, or whether the money was held 
on trust for the customers. . 

The whole purpose of what had been done, Megarry, J 
decided, was to ensure that this money remained in the beneficial 
ownership of the persons who had sent it. A trust was the 
obvious means of achieving that object. In the present case, 
the subject matter to be held on trust was clear; so were the 
beneficial interests therein, as well as the beneficiaries. 


In re Kayford Lid (The Times, October gth: 124:NLJ 964). 


Wills: Undue Influence | 


RECENT decisi on of the Queen’s Bench Division indicates 

that a professional man who stands to benefit under the will 

of his client should insist, and not only recommend, that the 
client is separately advised. i 

A solicitor prepared for a client a form of release of her 

interest in the estate of her sister-in-law. The purpose of the 


release was to avoid estate duty, but it also benefited the solicitor’s 
two children, who were interested as remaindermen of the same 
estate, There was no indication that the solicitor had suggested 
independent advice to the client in this connection. 

On the client’s death some four years later, questions were 
raised as to the propriety of the gifts, and in the result the 
solicitor refunded the sum involved and paid the costs of the 
litigation. On a complaint being made to the Law Society, 
the disciplinary committee found-him guilty of conduct unbefit- 
ting a solicitor, and ordered him to be struck off the roll. 

The Lord Chief Justice held that what was professional mis- 
conduct was primarily a matter for the profession. In the present 
case, the client should unquestionably have been offered 
independent advice, and the solicitor had a personal obligation 
to see that she was so advised before he could benefit. The 
disciplinary committee had adopted a very high standard and 
had held that for disciplinary purposes it was not sufficient for a 
solicitor to tell his client that she ought to be separately advised; 
he must tell her that she must be and, if she was not, the 
solicitor beneficiary should forgo his benefit. Accordingly, the 
appeal against striking off would be dismissed. 

In re A Solicitor (118 Sol. J 737). 


Will: ‘Personal Chattels’ 


HE Court of Appeal has reversed the decision in re Crispin’s 

Will Trusts (The Accountant, June 7th, 1973), holding that a 
collection of clocks and watches valued at £50,000 out of a total 
estate of £80,000 was within a bequest of “personal chattels as 
defined by the Administration of Estate Act 1925’. 

The scope of the bequest, the Court decided, should be 
decided in the same way as upon an intestacy, defining which 
articles were within the widow’s statutory right to personal 
chattels, rather than on the improbability of the testator having 
intended such a valuable part of his estate to be comprised in the 
specific bequest. Articles of ‘household or personal use’ must be 
construed within the ordinary meaning of the word; a collection 
of clocks, whether in good working order or not, constituted 
‘articles of furniture’ in the ordinary sense of the word, while 
watches by their nature were articles of personal use. 

In re Crispin’s Wili Trusts (188 Sol. J 739). 





Solvency, 


via Las Vegas? 


From Our New York Correspondent 


HE Republican defeats, in the elections held on. 


November 5th, were no surprise and did little to 


‘change the basic balance of power in Washington. But a 


. multitude of local issues were also voted upon, some of 
them with surprising results. In addition to a remarkably 
conservative attitude'to the many bond issues offered to the 
voter, efforts to restore the health of various state treasuries 
were given short shrift. 

One of the most exotic proposals for raising state 
revenues was put forward in New Jersey, which still resists 
the trend toward a local income tax and therefore has to fall 
back upon rates (‘real estate taxes’), the sales tax, turnpike 
tolls. and other unsatisfactory revenue-raising expédients. 
Since little success is being achieved in the effort to squeeze 
more money out of the federal exchequer in the form of 
‘revenue-sharing’, Trenton this year listened to the appeals 


of Atlantic City and other depressed resorts on the once-. 


glittering Jersey shore. 


On the pretext that the legalization of casinos would both’ 


“4 bring business back to flagging resorts and allow the state to 


- cut itself in on some of the winnings, voters were invited to 


` follow the example long set by Nevada, thus making’ New 
_ Jersey the second state in which ‘gambling houses’ could 
k be established. 


Dangers and objections , 
“Rejection of this propcsal on November sth, Bhs by no 


, means ruled out the possibility that the Monte Carlo. 


` pattern may cne day be followed in many parts of the 
, United States. Those who have once smelled the over- 


poweringly greedy obsession in cities such as Las Vegas’ 


argue against thé need to expose other parts of the United 
States to the same dangers. Operators of resorts in the 
Bahamas and other nearby havens have their own, quite 

' different, reasons for opposing the breakdown of the old 
Puritan inhibitions. And law enforcement authorities have 
argued that the cost in terms of racketeering and violence 
would probably outbalance mudh of the expected gain in 
state revenues. 


On the other hand, See of the proposed gambling 


houses argue that they could add to the revenues already 


raised by one of the few truly voluntary forms of taxation.” 
` They even point out that government-sponsored gambling 


has a long and honourable history on both -sides of the 
Atlantic. Following the example set in England as long ago 
as during the reign of Queen Elizabeth I, the Thirteen 
Colonies ran lotteries and paid part of the cost of the War of 
Independence out of the proceeds. ` 
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Afir an. Ge of repentance SE the 19th century;, 
New Hampshire revived the fashion for state lotteries ten 
years ago. Nearly a dozen states now offer these lotteries — 
partly in the hope fo stamping out the illegal ‘numbers | 
game’ run in many offices and city blocks. New York has ` 
also set up a chain of authorized horse-race betting ` 
offices; the off-track betting window is now one of the first 
to open for the morning’s business on ges Manhattan, 
Streck, 

Excerience of these forays into official gaming suggests 
that their efficiency as a tax-gathering mechanism in fact 


‘leaves much to be desired. Nevada, with its casinos but 


only half a million. inhabitants, has to spend the equivalent 
of sote {10 million a year on its police force. Even so, its 
crime rate is far above the national average. Caribbean 
gamb_ng havens, such as the Bahamas and Curaçao, have `., 
not bæn noted for their tranquillity since their decision to 
use czsinos as a bait for free-spending foreigners. 


A EH exercise - 


One cf the clearest indications of the costliness of using the 
gambiing instinct as a vehicle for taxation is provided by 

New fersey’s state lottery — usually considered a model of its ` 
kind. For a mere 50 cents, the player has a chance of win- 
ning caything from $40 (909 prizes per million tickets to 


$1 mi_ion (one prize per 25 million tickets). He probably 


little &pects that his chances of getting his hands on any of 

this wealth are eaten away by the allocation to various over- 

heads =f more than half his price of entry. 
Sales commissions and other expenses absorb 14 per cent 


‘and New Jersey state tax 38 per cent. This 38 per cent says 


Trenten justifies the whole performance. But the Federal. 
Reserve Bank of Philadelphia, after a careful study of the _ 
whole question of public lotteries, has concluded wither- 
ingly that no other broadly-based tax costs anywhere near 
so much to collect as the 37 Der cent ratio shown by the 
new Jersey effort. 
Nor does there seem to be much: strength in 1 the argument 
that the gambling instinct is so powerful that it can extract 
large sums out of sections of the population not greatly - 
affected by other forms of taxation. Although raising the 
equiva ent of some £30 million a year, the New Jersey ` 


‘lottery provides less than 3 per cent of the state’s total 


revenuss — and recent surveys suggest that typical lottery 


playere are not the spendthrift poor, but the respectable 


middle classes. 

Ano-her argument is that the authorization of gambling 
makes it easier to tax the winnings. The taxpayer clearly 
has nc way of hiding the $1 million that he may win in an ` 
official lottery — his only consolation being that payment of | 
the larger prizes is usually spread out over ten years or more, ` 
so as ta allow income averaging. Prizes in illegal numbers 
games, by contrast, are paid in lump sums; for these, a . 
space is conveniently provided in the individual tax return. 

As a warning to taxpayers who feel disinclined to avail 
themse ves of this or similar conveniences, Mr Donald C. 
Alexa ker, Commissioner of the Internal Revenue Service, 
has anrounced that he has hired an extra 2,500 tax agents 


., and thet he proposes to increase the percentage of high- 


incomereturns that are audited this year. Yet further proof, 
perhaps, that it would be folly to add gambling ‘incidentals 
to a total that may already seem temptingly high? 
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Monument Securities’ Setback 


To: qualifications by Tansley Witt & 
Co in their report on Monument 
Securities fail to bring more than brief 
comment from the ‘qualified’ directors. 
The auditors in their first qualification 
report that there was ‘insufficient internal 
control over the. accounting procedures 
ofa subsidiary company which may have 
resulted in losses which cannot be quan- 
tified but which have beeri charged against 
the results for the year’. 

In the second they record that ‘part of 
the records of a subsidiary company were 
destroyed by fire at the end of March 
1973 and we were therefore unable to 
verify stock which ‘was included in the 
consolidated balance sheet at March 
31st, 1973, to the extent of £92,000. As a 
result we are unable to’ state that these 
accounts give a true and fair view. of the 
loss for the year to the extent of £50,577 
reported by that subsidiary’. 


The subsidiary with: the ill-controlled | 
accounting system would appear to be 
merchants of T-shirts, ` 


Scott ` Lester, 
denims and modern clothing, and the 
subsidiary with the fire is Alltrades 
` Distributors who are toy importers. Other 
. Monument subsidiaries are J.D. Fabrics, 
textile merchants, Universal Towel Co, 
continuous towel ‘cabinets, towelling and 
towel-laundering machinery, ‘Tarvindene, 
a small property-dealing and develop- 
ment company and, finally, S.L. Publica- 


tions, part-work publishers and EE 


in ‘Canada. 


Minor disaster 


The board is headed by Mr c. J. 
Armstrong, F.c.A., with Mr D. J. Finlay- 


Mulligan, M.A., LL.B., F.C.A., a3 group- 
managing director. Another director is - 


Mr J. Morrison, 
secretary is Mr M. 


F.c.c.A., and the 
Glyn, F.c.a. The 


financial year to last March was a minor , 
disaster best illustrated by the analysis of. 


turnover and profit provided in the 
directors’ report: ; ër 


X 


. Textile merchanting 

T-shirt and fashion wear merchanting D 
Industrial washing machine merchanting 

Toy merchanting 

Publishing 

Property ` 


H 


The loss in Scott Lester is described by 
the chairman as ‘the greatest disappoint- 
ment’. He explains that ‘the failure of 
certain overseas customers, in particular, 
the North American distributor, together 
with the deterioration of the credit con- 
trol system brought about by the heavy 
increases in sales and debtors, resulted in 
the company incurring’ substantial bad 
debts of £32,000’. 

Margins were considerably lower than 
in the previous year, with the position 
further aggravated by the sale of surplus 
stocks at below cost. Stocks became 
surplus upon the failure of the overseas 
customers resulting in the non-delivery 
of orders already placed with the com- 
pany. Current year turnover, the chair- 
man states, is on a much lower scale and 


the efficiency of the credit control GER : 


has been much improved. 


Ee and losses 


The directors’ report wards that an 
agreement was made on March: 27th, 
1974, between the company and Mr 
Scott Lester and Mrs Elsie Lester under 
which the company agreed to repay by 
monthly instalments a loan of £130,000 


` made. by Mr and Mrs Lester and to pay 
‘interest on the Joan at 20 per cent ‘per 


annum with the whole of the Scott Lester 
share capital charged as security. The 
first repayment was due on October 21st, 


1974. DN 

ai Alltrades Distributors the fire’ of 
March 1973 considerably disrupted trade 
during the early months of the financial 
year under review and ‘due to economic 
conditions causing short-term cash prob- 
lems’ stocks were sold in the summer 
of this year at below cost. Full provision 
for those losses je stated to have been 
included in the accounts. The adverse 
swing in the Hong Kong dollar further 
eroded margins. 

On the basis that it never rains but it 


i Trading Profit (Loss) 











-Turnover before taxation 
1974 ‘1973 1974 1973 
% " % £°000s £'000s 
5.2 14.2 (41.2) 41.5 
56.2 45.8 (295.1) 177.2 
21.2 27.7 118.5 64.4 
12.2 12.2 (58.1) -147.7 
4.2 — 96.2 E 
1.0 > — (36.8) — 
100.0 100.0 (216.5) 300.8 


pours, J.D. Fabrics, textile PAE 
suffered a significant drop in turnover 
which, together with the need to provide 
against certain debtors and slow moving 
stocks, turned a previous year profit of 
£41, Soo into a’ past year loss of £41,200. 

A further investment in property (a 
further 33 per cent of Tarvindene at a 


-cost of £10,000) was made in September 


1973 shortly before the collapse of the 


‘ property market. The collapse meant that 


Tarvindene was unable to sell its last 
remaining site and a provision of £40,000 
has been made against the cost of this 
asset which contributed to the loss of 
£36,800. Proposed ‘development of a 
freehold mill site in Bradford has proved 
a casualty of the office development 
recession. It is now hoped ‘to sell this 
property, if ‘possible’, 


Two successes ` 


The losses incurred by Scott Lester ‘ia 
J.D. Fabrics have led.to the writing down 
of the cost of these investments to net 
asset value. The amount of £522,000 
written off the goodwill figure consists of - 
£296,000 for Scott Lester and £226,000 - 
for J.D. Fabrics. 

The two successful companies in the 
group were Universal Towel Co and S.L. 
Publications. In the former company, 


- successful ‘development of the North 


American market has encouraged the ` 
establishment of a fully-owned American 
subsidiary which began operating’ last 
January. All expenses involved have been 
written off in the accounts. Inthe past year ` 
exports represented 23 per cerit of turn- 
over and further expansion is confidently 
expected. Universal Towel was owned 
and operated by Mr D. J. Finlay- 
Mulligan who was appointed group, 
managing director on October Ist, 1973. 
On June 4th, 1973, the final instalment of 
the consideration for the acquisition of 
Universal Towel was covered by the issue 
to Mr and Mrs Finlay-Mulligan of 
217,391 Monument ordinary shares. 

S.L. Publications did well in the past 
year but initial cost of launching a new 
part work ‘Superchef’ to run for 3" 
weeks. will mean that this year’s profits 
will not be material. 


No forecast ` f 
On the subject of group profits this year 
Mr Armstrong is unable to make any 
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positive forecast. He states, however, 
‘that ‘steps have been taker. to contain 
` overheads, obviate loss-making activities 


and develop, i in particular, the profitable- 
home and export markets of Universal . 


Towel Co’. 

That policy was quickly put into effect. 
Between the issue of the report and 
. accounts and the holding of the annual 

meeting it was announced tkat contracts 
had been exchanged for the sale of the 
share capital of Scott Lester back to the 

original Lester family owners. 

The total consideration of £310,180 
-it was stated would be satisfied as to 
£200,180 cash on completion and 
£110,000 by the assignment on or before 
September 30th, 1975, to Monument 


Securities by Scott Lester of a leasehold 


property in London. 

On completion of the agteement the 
company will repay to Mz and Mrs 
Lester the balance of the amount owing 
to them amounting to {130,000 plus 


accrued interest. The balance of the cash: 


-proceeds received on the sale’ of Scott 
Lester will be used to reduce Monu- 
ment’s bank borrowings. 

The disposal results in a capital loss to 
Monument of £132,493 in the current 
year. 


Highland Distilleries”. 
Stock Problems 


Bas column admits to having no 
taste for Scotch whisky but to having 
a taste for the Scotch whisky country and 
the mouthfilling names. The Highland 
Distilleries Co’s distilleries, sc the annual 
report tells, are at Bunnahabaain, Islay; 
Glenglassaugh, Banffshire; Glenrothes- 


Glenlivet; Tiaamdhu-Glenlivet and, pro- 


saically and a little disappointingly, at 
Highland Park, Orkney. 
'. But as in any industry there are prob- 
lems and Mr J. A. R. Macphail, Ga, 
Highland Distilleries’ chairman, considers 
‘ that the Scotch Whisky incustry is ‘moving 
‘into a serious cash position as a result of its 
success and because of inflation and 
taxation’. The cost of laying down and 
holding stocks Aas risen enormously and 
retained profits are inadequate to finance 
the extra cost of replacement whisky 
stocks and the inflated prices of new 
- buildings and plant. 
The company, however, is pushing on 


with expansion to the extent of capital 
expenditure commitments of over £14. 


` million outstanding at the finencial year- 
end last August despite a net outflow of 


funds — and a parallel increase in bank - 


borrowing — of £1-35 million in the year. 

Sales during that year zeached {10-84 
million against. £7-38 million, but net 
profits were doen from £1,376,659 to 
£1,347,781 and retained profits £726,475 


THE 

ACCOUNTANT 
against £755,353. Sales are still buoyant 
although governments connue to. in- 
crease whisky duty. Mr Macchail caustic- 
ally comments that at the present rate 
of UK duty the industr? would be 


healthier ‘if the Government retained all- 


the profits earned by the industry both at 


home and abroad, and allow=d us to keep ` 
` the duty’. 


Dolan Packaging 
and Inflation Accounting 


OLAN PACKAGING 5 one of the 

smaller companies, alt augb not all 
that small, to provide an infla- on account- 
ing schedule with the annua report. The 
method of accounting for inflation as 
recommended, Mr G. Dolaz, the chair- 
man, comments, ‘may not be perfect’ 


but it ‘does give a very gooc indication of 


the effects of inflation on youz company’s 
results’. 

Application of the curren= purchasing 
power basis converts an historical basis 
rise from £8-39 million to £-1-61 million 
in sales to a rise from {10-4 million to 
£12:56 million, and an izcrease from 


‘£970,000 to £1,863,000 im historical 


basis profits to a rise from £-,072,000 to 
£1,762,000. Retained profits historically 
at £685,000 against £369,00c come out at 


£583,000 against £368,000. 


Dolan Packaging therefc-e emerges 
well enough from the inflatior accounting 
exercise. The company also. comes well 
out of a year of pressure cn industrial 
finances, for there is a net increase of. 


£486,000 in liquid funds following a 


previous year increase of £163,000. 


A strong liquid position is being built 


up to finance a development programme 
on which authorizations of £51,800 were 


outstanding at the year erd, including’ 


£698,000 of contracts placed 


` Corporate Identity 


VW to put on page one of the 
annual report and accounts exer- 


` cises not a few minds. SLould it be 


‘Financial Highlights,’ or a contents 
page, or in extrovert bcx-drooms a 
picture of the chairman? 

Centre Hotels (Cranston) 2nswers the 
problem by giving page on= over to a 
‘Corporate Identity Statement’, This 
says: 

‘Centre Hotels’ objective is to earn 
the best possible return fcr its share- 
holders, together with ever-increasing 
rewards for its staff, by owring, operat- 
ing and supplying management services 
for hotels and catering o-Z2ets in the 
United Kingdom ‘and overseas. We 
offer a satisfactory product. responsive 
to market needs, and geared to a pre- 
determined price structure. 

“Our long-term marketi aim is to 
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gain and retain the loyalty of business 

firms, tour operators, travel agents and . 

the general public. To this end, we 

provide value-for-money, with strategic- 
ally-placed - accommodation and con- 
sistent modern standards of comfort 
and convenience. In addition, we have - 
developed a unique formula for purpose- ' 
built, multi-function suites, matching ` 
the needs of conference, exhibition and 

` social event organizers. 

‘Centre Hotels impose strict budgets 
for both new structures and conversions. 
Bedroom selling prices being directly 
related to capital costs, our investment 
in large hotels, with relatively low 
capitalization, ensures sensible tariffs - 
and high occupancy. 

‘By catering for the anticipated needs 
of British and overseas travellers, within 
a controlled cost framework, Centre 
Hotels are well placed to benefit from 
the world’s long-term upward trend in 
away-from-home business and leisure 
activities.’ 

Putting such a statement on page one ` 
may not be everyone’s idea of priority; 
but if it is to be included in the annual 
report, where else can it be placed to 
make any impact? 

Of course, the Centre Hotels’ approach 
is in the nature of a ‘drum-beating’ 
extension of the group profile idea. Many 
more companies could well include such 
a profile, giving a short summary of their 
main activities. Readers would get a far 


_ better start than they often do at present. 


New-style Accounts -. 
from Malayalam 


ALAYALAM PLANTATIONS’ 
accounts are presented this year in 
the form outlined a year ago when it was 
stated that because of complexities arising 
from exchange control and floating ex- 
change rates, accounts in future would 


_ Show separately trading results in India 


in rupees and UK transactions in sterling. 


‘The revised presentation has now been 
adopted. 


- But the change, coupled with adminis- 
trative difficulties, has been responsible 
for the accounts being nearly a month 
later than usual. Shareholders are told 
that ‘as ‘a consequence of the change’, 
in current and future years only profits 
actually remitted to the UK will be 
included in the sterling accounts. 

This year’s dividends are ` being 
financed from UK investment income 
plus a transfer of £175,000'from general 
reserve. Future dividends will be largely 
dependent on remittances being received 
from India. 

At the end of October the company 
had only received permission to remit part 
of the profit for the year to end-March 
1973. An application to remit the balance 
of some 1,250,000 rupees is outstanding 
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F Mr Heaieve third 3udget has 

proved anything it may rave helped 
show there is no magical way out of 
the present inflationary cycle. In con- 
trast there is a perfectly simple way of 
becoming further embroiled in it — and 
that simple way will be zaken if the 
social contrast fails. i 

The Government and, the General 
Secretary of the TUC insist that the 


contract will not fail. Security, bullion. 


and currency markets indicate a general 
view that it will. Furtbe than that, 
there is littl doubt tha: economic 
recession is setting in. The cyclical 
industries, particularly textiles, are in 
decline not only in the UK kut overseas, 
where the industry does more than 
half its business. 

Easement of cash flow conditions — 


including the element of inflation 


accounting — will stave off bankrupt- 


cies and tide companies over for a. 


time, but will have no impact on trade 
conditions. A. cash rescue is not the 
same as a trading incentive. ; 
There has been criticSm of the 
Budget on that score and also on the 
score of effective sterling devaluation 
by the ending of the guarar tee system. 
But in extremely difficult — almost 
impossible — conditions "he correct 


Budget balance is virtually en unknown. 


quantity. 
Regrettably, it seems that it has to 


be a matter of trial and error. 


FUNDS 


Recycling Finance for Industry as ‘the 
Lever Bank’ was one of the City 
Budget bets that came up. Mr George 
Chairman of The Stock 
Exchange, greeted the deve opment on 
the grounds that it puts the Stock 
Exchange back in the Eusiness of 


. raising money. He anticipazes ‘chunks 


of £250 million at a time’ keing raised 


at an interest rate around 144 per cent. ` 


Doubtless the City can cope with 
the raising of funds for FFI, but 
availability of finance does not neces- 


sarily mean. Cemand for it. Industrial 


capital investment is laggiag because 


THE 


ACCOUNTANT 


it is difficult, if possible az all, to judge 


the true eventual cost ci investment ` 


and the true eventual “turn on it. 
If there is no true retirn in profit, 
there will be no investme-t. 


PROFITS 


Sir Eric Faulkner, chairmen of Lloyds 
Bank, emphasized the crucial role of 
profit when he spoke at The Banker. 
annual seminar. Pre-tax profits, he 
said, were 14 per cent =f the gross 
national income in 1953 but had: 
fallen to less than 7 per cet in 1973. 

In the first half of tris year ‘the 
indications are that the retio might be 
little more than 1 per Gent, and Sir 


Eric considered that living standards ` 


will -fall dramatically unless profit- 
ability increases above its present 
level. 

The situation becomes even worse, 
of course, when the natur2 of profits is 
taken into account, par: cularly the 
nature of present profits egainst those 
of the far less inflationa-y period of 
20 years ago. i 
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GOLD 


The busiest City market is undoubtedly 
the bullion market where the rush into 
gold and into Krugerrands continues 
at a staggering pace. By the time these 
words are read ‘gold may well have 
reached the $200 an ounce mark and 
Krugerrands may have crossed £100. 

The market merely wavered for a 
session when it seemed that the 
permitted entry of American citizens 
into the market might be postponed 
from January 1st. But with January 1st 
confirmed as the crucial date, buyers 
return in anticipation of more buyers 
in the New Year ~ a classic case of a 
market feeding on itself. . 

Gold has been called the last resort 
of the investment pessimist. The only’ 
conclusion to be drawn from the level 
of bullion and Krugerrand dealings is 
that pessimists must presently be in 
the majority. 

The New Year will provide an 
interesting test of the real strength of ` 
the market if American demand for 
gold does not develop as the optimists 
among the pessimists hope. 


Rates and Prices 
Closirz prices, Monday, November 18th, 1974 


Bank of England Minimum Lending Rate 


Oct. 19, 1973: ..114% April 5, 1974 ..125% 
Nov. 13,1973 ..13 % April1° 1974 ..12 % 
Jan. 4,1974 ..128% May 24,1974 ..113% 
Feb. 1,1974 ..124% Sept. 20, 1974 ..114% 


Finance House Base Rate 
November 1st, 1974, 12% 


191-8 195-1 196-8 203-5 206-4 208-5 210-4 210-6 212-9 


Money Rates 
Day to day 5 -117% Bank Bills 
7 days 114-114% 2 months 11% -124 % 
Fine Trade Bills 3 months 1275-1 21s% 
1 month .. 123-133% 4 months 1273-12% 
2 months .. 121—133% 6 months 124 -123 % 
3 months .. 123-133% 


Three Months’ Rates 


Local authority deposits .. =. ` 113-12 % 
R E Local authority bonds 12 -114% 
FT Industrial Ordinary Index "` Sterling deposit certificates 124-113% 
November 18th, 1974, 74-2 Euro-sterling deposits .. 143-144% 
Euro-dollar deposits sg 93-101% 
Treasury Bills Foreign Exchanges 
. Sept. 13.. £11-0868% Oct.18 . £10-8850% New York .. 2:3225 Frankfurt.. 5-7505 
Sept. 20., £10-9593% Oct. 25 . £10-8907% Montreal 2:2953 Milan 1539-50 
Sept. 27.. £10-:9764% Nov.1 .. £10 9770% Amsterdam 6:0150 Oslo 12-5100 
Oct.4 .. £10:9795% Nov.8 .. £10 9840% Brussels .. 87-2000 ` Paris Se 10-8750 
‘Oct.11 .. £10:9495% Nov.15.. £10°9865% Copenhagen 13-5650 Zürich 6:1430 
Gilt-edged ; 
Consols 4% e Ss -. 24% Treasury 9% 1994 DÉI as 564 
Consols 23% .. és fs ae 15 Treasury 84% 84-86 .. Sé 67% 
Conversion 34% KAP Treasury 81% 87-90 as 552 
Funding 34% 99-04 .. as .. 242 Treasury 63% 1976 oe 934, 
Funding 54% 78-80 .. °°... ». 734 Treasury 34% 77-80 .. Ke <. 70} 
Funding 52% 82-84 .. 622 Treasury 34% 79-81: .. oe . 68% 
Funding 53% 87-91 z 434 Treasury 5% 86-89 ch vs os 413 
Funding 6% 1993 d dé .. - 42% Treasury 53% 08-12 .. de 334 
Funding 64% 85-87 .. Se le 538 ' Treasury 24% 145 
Savings 3% 65-75 95. Victory 4% a 974 
Treasury 94% 1999 608 War Loan 33% .. 20% 
Revail Price Index (Jan 1962—100) 
: Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 147-8 149-0 -52-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159-8 160-3 -61-8 162-6 163-7 164-2 165-5 166-4 168-7 1693 170-2. 
1973 171-3. 172-4 173-4 -76-7 178-0 178-9 1797 180-2 181-8 185-4 186-8 188-2 
1974 217-1 


l d + THE 
November 21st, 1974 | > > = ACCOUNTANT ` ; g 





PROPERTY DEVELOPMENT TAXATION 


A GUIDE TO PART Ill OF THE FINANCE ACT 1974 
> By MC. D. ROBERTS, MA, &D. ARTHUR, C.A. 


The Ee in Part D'Land GE 3 to 10 of the Finance Act 1974 is long and complex, and ` 

must of course be read in the context of the earlier legislation, and particularly. that on capital gains. ; 

In order that this booklet may be kept to a reasonable length it has been assumed that the reader ` b 

is already familiar with this background. Chapters 1 and 4 deal respectively with the separate and ` 

distinct subjects of the tax on development gains and the charge o tax on first lettings. Chapters 2. 

and 3 deal with indirect disposals through close land owning companies and land settlements. 

Attention is-drawn particularly to the Glossary which lists- the many technical terms ‘used and 
_defined in the Act. Some of these definitions are unfortunately. at variance with the meanings of 

words adopted elsewhere in the Taxes Acts or even in other parts of the Finance Act 1974. This 

inevitably creates pitfalls for the unwary, and makes discussion and communication more difficult... 


Price £2 net’ £2-15 by post UK - 64 pages Fully Referenced 
eee FOR THE INSTITUTE OF CHARTERED ACCOUNTANTS oi ‘SCOTLAND 





es Cee & Co (Publishers) Limited (Publishers of The Accountant) 
| 151 STRAND, LONDON WE2R NB Si g 01-836 0832 ` l 


B s , A GEES STUDY = UST ees 
Gi COMMUNICATION 


A Book for Students 
' By C. S. DEVERELL M. wéi B. SC. (ECON. )s B. COM., KCL S. A. M.B.I. M. 


‘The first executive function is to develop and mätch a system of communication.’ Students have a more "immediate goal — they must, satisty 
examiners. Hence the keynote of this book is a down-to-earth approach to the acquisition of acceptable standards of practice, ` . 

Good communication In businessis partly a matter of human relations and partly of skills. As far as human relations is concerned, Mr Deverell’s + 
book stresses the role of communication’ in the art of getting things done through people in organizations, 

What are the skills ? The new examinations scheme of the Institute of Chartered Secretaries and Administrators emphasizes the importance 
of such skills as handling correspondence, reporting; comprehension and summarizing, attaining readability and coherence, speaking and inter- 
viewing, public relations, presenting statistics, charting, audio-visual aids, ang the preparation of matter for meetings. This is a much widar . 
approach than the traditional test of English. 

Students preparing for LC SA. examinations,' Ordinary National, Diplomas and Certificates in Business studies, or other professional examina- | 
tions and courses in business communication will find ño substitute for practice. To meet this need practical work has been included at the end 
of each chapter in Communteation. The exercises given there can be used for private study or for group discussion i in college- SES and other , 
courses, > si 


233 PACES LIMP BOUND ` PRICE £2.75 net £2.97 POST FREE U.K. £3.15 OVERSEAS 
Gee & Co (Publishers) Limited _ (Publishers of The Accountant) 
151 ‘STRAND, KONGON WCZR AJ Ess, f 2. + 01-836 0832 
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Best value. 
in Hatton Garden. 
Se EXAMPLE 


Gef KI Full Retail Price £92 00 
dë. Less discount £37.00 


SE nt ers 
‘| Actual cost- | £55.0 


SE EEN 
‘Thermogra pers 


Frank E.Seary Ltd ` 
136 The Highway ronda EI 9BX ` 
Tel: 480-5002/ 3% 6737 -` 


Did you Know that MAPLE JEWELLERY have 
` the biggest, most varied selection of Diamond Ringsand 
Jewellery, at 30% to 50% below normal retail 
prices? (40-50% ‘off Ciamond Jewellery — 30-35% 
off Gold Jewellery) How can we genuinely 
do’ that? Simply ‘by manufacturing Jewellery in 
our awn Workshop cn.the Premises, and selling 
DIRECT to YOU, savirg wholesale/retail mark-ups 
that usually get passed on to the Customer! 
VISIT OUR SHOWFOOM; and see for.yourself 
į why such a large rumber of our Customers 
come back, and recommend us to others. | 
Free colour catalogue on request. 
10, Hatton Garden, London EC1. 
Tel: a1 405 6596 
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PART- QUALIFIED ACCOUNTANTS? 


5 Chanas that. b Daon a EC af the Inszitute of Accounting Staff, ‘the new ` 
professional kody for aecounung technicians spor.sored by the Association’ of Certified 
Accountants. E 


M R of the-Institute may. use the dëtt letters M.LA.S. Ett qualifying 
Tor membership can be gained with firms of practising accountants or in accounting 

EES of commercial, industrial or public sector organisations. ee, 7 
. Exemptions are available to those who have passed the early-stages of the examinations 
of the senior accounting bodies, and there is opportunity for transfer to the Associa- 
tion’s new Professional Examination. 





Courses ‘for the Institute's S examinations are beirg ‘offered’ ge further education and 
correspondenze colleges. - ` : 


For further details write to: 


_ The Secretary ( Reference TAA) - 
. Institute of Accounting Staff 
23 Bedford Square . 
LONDON were SHS. 
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_BULLS AND BEARS. 








Mi rkets after 
-the Budget 


W the Chancellor of ‘the Exchequer attempting to 


walk so many economic and fiscal tightropes in his 


Budget, it was inevitable that his attempt at the impossible 


would not please everybody. Traditionally, however, im- - 


mediate stock-market reaction to any Budget i is niot néces- 


sarily a matter of weighty and well-reasoned view. It tends . 


to be a matter of instant decision. - 


On Budget Day itself, the market in terms of the F T: 


Index was some four points better on balance immediately 


before the event, and some four points down on balance . 
.buying habits, even if-it does mean a; return .of buyers 


immediately after it.: The: following morning it put the 
four points on again at the opening of business, and then 
proceeded to lose them all together with another three points 
. during the course of the day. 


The visible parts of the Budge iceberg ~ the-prices code 


l changes, the introduction of an element of inflation ac- 
counting applied: to stock profits, and the development of 


` Finance for Industry as a medium-term industrial finance 
` bank ~ may seem reasonably pleasing to the’ stock-market | - 


eye. But a phased {1,500 million cash ‘re-injection is not a 
complete answer to an immediate cash shortage of some 
£3,000 million. 


‘Since part of the {£1,500 million is to come through: 


permitted increases in prices, there is a directly inflationary 
element in the move — particularly as the social contract is 
interpreted as wages rising in line with prices. 

__ In the words rather than the figures of the Budget, Mr 
Healey made it abundantly clear that he acknowledges 
rising wages as the principal inflationary force. He placed 


considerable emphasis on the need for realism in wage. 


demands and in wage settlements, ‘and he is obliged. „to 
place faith in the social contract. 

But whereas he has to: profess confidence that the social 
contract will work and that it will be a major weapon of 
anti-inflationary “warfare, 
confidence in the reaction of financial markets, particularly 
in view of the potential rises in State industry charges. 

If the inflation rate persists and'grows, then presumably 
interest rates at the long end of the market will need to 
reflect that situation, whatever they may do at the short end 
by reason of a plethora of ‘short-term money. The axiom 

_of. today’s ptice for Old Consols being tomorrow: s price 
for War Loan still holds good. 

It will be decidedly interesting to see at hat’ rate the 
Finance for Industry money. is raised for re-lending, 
and whether Finance for Industry will be in any way able to 
copy the building societies’ success in breaking the rules 


but keeping the commandments by borrowing short and . 
lending long while retaining the complete une of: 


both EES and borrower. 
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it is difficult. to detect such ` 


693 


If long-dated gilt-edged yields are . to go higher still, 
then the equity market will be devoid of any support on a 
comparable yield basis. There is, historically, considerable 
cover for ‘current artificially-restricted equity dividends, 
but there are sure signs of cover being reduced. . . 

Companies of the calibre of Unilever, Courtaulds and 
Coats Patons have lately reported bleakly on immediate 
earnings prospects, There will certainly be more warnings 
in this fashion in the weeks to come. 

The attractions of the bullion market, in whatever guise, 
still appear more tempting than whatever attractions there 
may appear to be in high yields on marketable securities. 
The stock-market is still i in the state of short-term un- 
certainty. 

One saving grace, however, could be the greater use of the 
stock-market for capital raising purposes. Commercial 


_ Union have proved that a well-judged: rights issue can be 


successful, even under present conditions, and the prospect 
is for more issues of this character with the Chloride 
Electrical’ group already taking’ the: plunge with a £7 . 
million rights issue operation. 

Support for rights issues could aid. ‘a return to. equity 


below present price levels. 
In the medium-term gilt-edged range, redemption yields 


of 14 per cent are now readily available and if short-term 


interest rates continue to fall there should be some flow- 
over into the shorter end of the medium-range stocks." 


A selection follows: 
_ British Funds 


` Price Yield Redemption’ 1974 
- Ga H + , yield High Low 
Treasury 9 per cent 1980 .. 84 10-96 13-88 893 834 
Treasury 84 per cent 1980-82 .. 784 11:29 14:06 833 753 
_ Treasury 83 per cent 1984-88 .. . 684 13-07 14-90; 774 674 
‘42:11 14-72 


Funding 63 per cent-1 985-87 a 54 664 532 


Ordinary shares 
Equity selections need not Ge have an entirely UK 


. industrial content. It-is possible for the equity investor to 


get near the gold market without necessarily paying the 
investment premium. ' 

“Prices in this. sector have risen, but with the bullion 
price still rising there are attractions in UK based shares 
with mining content. The following are selected: 


ok 1974 
J . - Price Yield “High Low 
‘Charter Consolidated 25p ordinary 116. 7:5 223 82 
‘Consolidated Gold Fields 25p 242 288 154 


34 


Charter C onsolidated 


Charter Consolidated is 4 broad-based mining, mineral and 
general investment organization of considerable strength. 
_ There are substantial industrial as well as mining finance 
interests, and the shares have the added attribute of a 
reasonable yield. n ! 


4 


‘Consolidated. Goldfields ` 


Consolidated. Gold- Fields, despite a strong diversification 
ae in recent as still earns the bulk of its revenue 


H 


` 
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from its mimng activities, and particalatiys its gold mining pureir UK equities t ane have been listed i in these n notes in. 


-interests. In the UK, the company owns the Amey Road- 
_ stone group. 

It is recognized that equities of this type are not every- 
one’s choice of investmert. But-they are propositions to 
` ‘put balance-into an investment portfolio in addition to the 


Pommes have been responsible for the : 
_continued delzy in making sure that there | 
_. will be a reasonable pension for everyone ` 


at retirement —-in the fullness of time. At. 
-one stage, it looked as though everybody . 
‘in employment would be entitled-to a. 
second pension as from Ap-il.1975, but 
‘that date can no longer be achieved. ` 
There are still a great many people 

‘(often with comparatively high earnings) 
-who are not iacluded in an occupational 
pension scheme by their employers. If 
they are dissat:sfied. with waiting, there is 
‘nothing to prevent them from arranging 
a personal pension contract, such as those 
available to the self-employed; Clearly, 
the best arrangement would 5e for such a 


‘ policy to be or a single prem-um basis, so 


` that premiums will cease tc be paid as 


. and when the individual is included i in an 


occupational scheme. 

Despite the current investment elena 
a number of life offices have increased 
their. bonus rates this year Hr this class 


. of business. Among them -s the non- 


commission paving London Life Associa- 


`. tion Ltd; which was the Dest. office to - 


continue to increase pensiors by. bonus > 
additions after ‘vesting date, i.e. while 


aa are actuclly being paid out. This- 


helps to mitigāte the effect of inflation 
for those drawing a pension. 

This year, the bonus raze- for self- 
‘employed pension business was raised ` 
from 5'25 per cent to 6-50 per cent, 
simple. Other offices, alsc, have increased 
their bonus rates and, bearing in mind he" 


> conservatism of life’ office | actwaries, there 
. seems every prcspect that the higher rates ` 


‘will be maintained in tie forseeable 


‘future; i 
Tae RELIANCE MUTUAL INSURANCE 
Society has introduced a Bonus funding 
plan, which corsists of a combination of a’. 
with-profit whole life assurance and 
-. decreasing term assurance. The aim is to _ 
‘provide permanent life. assurarice pro-“ 
tection for a mcdest outlay. ; 
The cover ‘under the decreasing term ` 
assurance should diminish more or less 
in step with bonuses builcing ap the sum 
„assured under the whole Hfe policy. 
Some time before the expiry date of the 
' term assurance, the premiùm is reduced. ' 
` Once the terim assurance has expired, the 
whole life assurance continues in force, 
` with the sum assured being e by 
. bonus additions. 


recert weeks. A 


Although bonuses will be added to the 
sum assured after the age selected for the 
term assurance.to expire, the premiums 
are lower than those for a conventional 
non-profit contract providing the same 


initial sum assured for all eges under 39 
at the outset. 


H 


pop g 


Nationa Savincs have taken a ham- 
mering from the critics, ir view of the. 


relatively low ‘rates of interest ‘paid. 


- Nevertheless, those which are paid tax- 


free can be very attractive ` to high rate 
taxpayers. : 
One point which has to >e taken into 


account is administrative cst; after all. 
national savings certificates cen be bought 


in units of £1 — which, c early, is ex- 


` pensive to handle. 


The prize fund for premium savings 
bonds is now calculated at 34 per. cent. 


‘Of course, it could be increz=ed now, but . 
the authorities are wonder ng- how the. 


public would react’ if, leter, it was 


reduced. Their view is that there could 
be a massive withdrawal frcm this form: 


` of saving. 


e & € 


SAVE AND PRosPER have i-troduced a‘. 
contract which it hopes wl be parti- ` 
cularly useful for more substzatial regular ` 


investors, both as a tax-efficient means of 
transferring capital and ee a ‘highly 
flexible portfolio builder. E own as the 


Flexible Investment Plan, it <onsists of a. 


- cluster of individual qualifyir g policies to 
which premiums can be paid =ither yearly 
or half-yearly. Premiums cen be split 


‘among any number of polic.es, subject, . 
‘tO a minimum annual premium of £50 per 
policy and a minimum payent of £250 . 

` per year to the plan as a who e. 


. If required, each policy cen be linked 
to a different Save and Prosper Group 
Fund — selected from a wide -ange of 27 


‘unit trusts or investment bead funds. A 


‘policy-holder can switch sccumulated 
units as he wishes from oc fund to 


„another at a small charge, and can divert 


future premiums to different’ funds, 
while holding the units alreaty accumu- 
lated in the originally nominated fund. 


‘Save and Prosper feel that ts deposit 
‘fund’ could be particularly valuable, 


since it allows an investor te switch at 3 
time of uncertainty: out of the equity or 
property markets. 

The aes is such that, "Ta policy- 





The Budget has not’ ‘made. any pasie chiange’i in 1 attitudes 
~ towards home equity investment. The equity market has . 
contizued to wait for fundamental. economic ' changes 
before it can begin to REES again. ` 


H 


Joie wishes, he can manage his owh 


investment strategy for his premiums, 
using. professionally managed funds, and | 


` gaining all the tax advantages from a 
: qualifying life policy. 


By using a cluster of policies, the ` 
benefits can be takeri in 3 number of ways. 


For instance, they could be surrendered 
` all at once, or could be surrendered’ 


individually, so as to provide a series of ` 
lump-sum payments over a period, free of 
personal tax. The only stipulation is that 
the premiums niust be paid for at least ten. - 


. years before this kind of opion is taken. 


Tue chairman of the Sun Life Assurance 
‘Society has commented on recent rumours | 


concerning the solvency of a number of - 
leading insurance companies, and has 
stated that the inherent strength of Gun 
Life remains as sound as ever. ; 

The chairman said that -while it is 


‘inevitable that the value-of.the invest- - 


ments has depreciated in current market’ 


_ conditions; the Society has ample reserves 


to meet the situation. It has no need to 


realize its securities at today’s depressed 


prices because its liquidity and cash 
flow are completély adequate. 

The excess of income over outgo is of i 
the order of £750,000 per week, and thus 
the Society can, take ` advantage of 
favourable investment-situations. In addi- . 
tion, many millions of pounds are held on ` 


short-term deposit at current high rates, 
- awaiting more permanent investment. 


Manacers of Unicorn Income Trust ` 
consider that the value of units has’ held 
up quite well. In the. six-monthly period 
ending on July 29th,-the value dropped. 
by 16-7 per cent. During recent months, 
an extremely ‘cautious investment policy 


- has been adopted, ‘and -full benefit has 
`. been taken of the high interest rates 
` available on short-term deposits. The .` 


net distribution to unit holders is some 
8-7 per cent higher than for- the com- 
parable period last year. 

The investment aim of the "Trust i is to ` 
obtain for shareholders the highest in- 
come which is consistent with the 


‘security of capital. The managers are 
‘continuing ‘to take a cautious view, and 
- have'said that they will maintain a high 
. degree of liquidity, while retaining shares -~ 


in companies where the toner termi a prose 
pects remain sound. 
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The Money Supply 
. SIR, — Your correspondent Mr E. A. Albrow (November r4th), 


D 


i London Wr. 


in endeavouring to show how a bank’s deposits and advances. 


can expand, is applying the principles of the. ‘multiplier’ 
discovered by Hugh Chamberlen in 1682. A ee 
neater version can be demonstrated as follows: ’ 


axon thie established truism g eg Dy 
T =rHitx? +x? i 
deduc by substituting y? for x that 


d 
: = G 2p 3p. 
by rty +yP+y 


. where x is a frattion, - one can 





-where yP is a fraction: 


and advances 92 per cent of the £1,000 to C who again saves 
“8 per cent but pays 92 per cent to D ‘who again saves 8 per cent 


' but deposits 92 per cent with the bank, then the deposits 


of the bank will be: -` , 
+ [1,000 [1-+(092)*-+(0-92)* . . / 
which by applying the above SE is i 
_1,000 ` 1,000 1,000 £ ` 
1-(0°92)}? ~ 1-0°778688 o'221312 ` E 
The advances of the bank to C will be ij 
a ,ooo[ (0°92) -+(0°92)*+(0'92)? -Jo S 
.=1,000 X (0'92 [1-+(0°92)®+(o- ach. J|- 
whieh is o 92 X fy 519 £4,157 and the money saved by ‘the 
-Bank will be £362. . ~ 
"+ -C will pay to D 1,000[(o- 92)2+(o: 92) +.(o° 92)*.. ‘J : 
i.e. 1,000 X (0°92)? [x +(0:92)° +(0'92)6.. ..] 


es Which equals’ : 


which is 0°8464 X.£4,519 = £3,825 and the money saved by- 


‘C will be £332. 
. D’s deposits into! the bank ‘will be £3: 519, and the money 
saved by D will be £306. 











i pet £ 
i Money saved. by bank TE 362 
” 33 1 an K ei 332 
tat ” “ys ry AD. soe SS 306 
Jnitial depositby A. E |, Sebo gt as £1,000 


vous faithfully, 
P. L. GRIFFITHS. 


Sir, — I must “thank your correspondent, “Mr Edgar D Eege, 
for the interest he has shown in my article on “The Money 


Supply’. 
‘The point he makes illustrates the usual SE between 


increased velocity of circulation and physical expansion of the - 


money stock; the first is always desirable. and is a measure 


‘of business activity,.while the second should be and is, if left 


alone, a function of demand.- 


‘I regret to have to say this to a qualified accountant but if he © 


does his book-keeping correctly he will: find that, as a result 
of the transactions he mentions, the original amount deposited 
by A is in the hands of E to the tune of £81 while the bank has 


a cash balance of £19, £9 in excess of its ro per cent liquidity 


R ratio. 


_In his example Mr. Albrow omits to show that C has paid 


n £90, bringing the. banker’s ability to lend back to its., 
SE figure. In the end, of course} if A is to have his money 


H 
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Borrowed Capital 


Dm, — With surface mail now taking i to four months to 
‘arrive in Australia, my attention was only recently drawn to. 


If A deposits £1, 1,000 ‘with a bank which saves 8 per dent” 


DN 
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aye "a 


back, Ethet B’s: overdraft must be liquidated or E' must 


-pay A £81, the banker coughs up £19 and goes out of business. 


‘But Mr Albrow need not take my word for it; Mr Henry 


Meulen, of 31 Parkside. Gardens, Wimbledon, SWo, the author - 


of Free Banking, will be delighted to let him have a copy of one 
of the many issues of The Individualist in which this contentious 
matter is explained with great clarity. 


"7 _ Yours faithfully, 


E Middx. g D. À, TRIGWELL, F.C.A. 


SSAP7 and Holding Gains on 


paragraphs 16 and 17 of SSAP7 and your EE in 
The Accountant of May 16th. 
In paragraph ‘16, it is ‘contended that those who argue | ‘that 


. the gain on long-term borrowing should not be shown as 


profit in the supplementary statement because it might not 


` be possible to distribute it without raising additional finance 


“confuse” the measurement ‘of profitability with the measure- 


. ment of liquidity’. 
I am one of those’ who argue against the recognition of so-. 


called ‘gains’ on borrowed capital, and I am sure that I am 
not confused about profitability and liquidity. My years as a 
company secretary made mè realize that all too often profits 
existed in non-liquid forms — especially ‘around ‘the times 
when dividend and company taxation payments had to be 


made! Of course, profits can exist in other-than-liquid forms, ` 
but they have to exist in the form of some. additional liquid 


or non-liquid asset or assets, That is, to be profits they have to 


exist in the form of assets that are ër. addition to the basic assets - 
`of the company (and against which we might have to borrow 
„on a short-term basis). 


‘In the-example in my article, ‘Accounting for Inflation: 


_ :The Treatment of Borrowing’ (The Accountant, July rath, 
` 1973), there were no assets- of any kind in addition to the 

basic asset of land. Therefore, there were no real ‘holding. 

gains, on” borrowed capital” to the company . in that simple 


example — nor can there ever be. 
Paragraph 17 of SSAP7 ‘states that it, is ‘inconsistent’ to 


‘exclude holding gains on borrowed capital when profit has been 
. debited with both the high rate of-interest (ie. high to 
‘reflect anticipation of inflation by the lender during the - 


currency of the loan’) and with the higher adjusted depreciation 


` figure on the fixed assets purchased with the borrowed capital. 


This might be plausible — until examined ‘closely. - 
With -prices rising, the costs of using up the ecoriomic 


service potentials of assets increase in most cases. This is a real 


cost that cannot be avoided by a company. The higher interest 
it is forced to pay on borrowed capital is also a real cost for the 
duration of the term involved. (Take a look at the annual 


: interest cheques-as they go out; they are very real.) Why should ` 


we endeavour o offset the charge for the high rate of interest 
by creating a so-called holding: gain on the borrowed capital 
— i.e. in order to reduce this rate of interest to something 


. nearer to a so-called normal rate of interest? The higher rate 


of interest is a fact of life, and it should.not be offset by ex 
such fictitious holding gain. 
“When and if companies are asked to pay company tix on 


-these ‘holding gains’ on borrowed capital, more people will 


realize just. SES fictitious. they are. 
i GE 
REG S. GYNTHER, 
R Professor of Accounting and Head 
SÉ Së ‘of the Department of Commerce, 
Brisbane, Australia. UNIVERSITY OF QUEENSLAND. 
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‘Misunderstanding’ over CPP 


BB stand taken be tke recognized ` 


professior.al bodies or accounting for.. 
‘inflation was defended by the President 


“of The Institute of Chartered Account 
` „ants in England and Wales, Mr Kenneth ; 


J. Sharp, TD. M.A., F.c.4., last week. 


‘Speaking on Friday at the znnual dinner 
of the Manchester Society of Chartered ` 


Accountants, he said that advocates of 
the replacement cost method of adjust- 


ment, as opposed to the ASSC’s current 
purchasing power’ syster, had mis- 


S understood the position it was taking. 


‘There is some confusicn over this’, 
he: said. ‘It is a myth to’ say that the 


| accountancy bodies are ‘opposed to re-' 
` -placement cost accounting. It clearly 


„has great potential for assisting in the 


solution of a particular group of prob- 


- Kems. It just happens that they are not _ 
:the same problems as CPP 5 designed to ` 


solve. 


‘As some of you may be aware, ‘the | 


“accountancy , bodies GE recently set 


up a working patty under the SE 
‘manship of Derek Bocthman [The Ac- 


| Myths Exploded at Manchester Dinner 


H 


quite simply no more that: to report the 
profits of .companies* in terms of a 
standard‘ unit of measurer=nt. 


H 


Replacement cost. : g 

'“Traditional „accounting techniques 
have not: been concerned with relativi- 
Ges, They are designed o report. in 
terms of money. Repləzement ` cost 


accounting | is primarily cc=cerned with.. 


relativities, with the relatize values. of 
the assets of a company, and changes- 


- in“ those relativities. It is a technique: 


which- may. be as valid and desirable in a 
period of stable price lev=s as it may 
be in a period of moving price levels., 
It is primatily, a tool of management; 


-being concerned. with tp Se of , 


+ 


expressed in real terms. 


t 
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A 


placement ; as assets wear out. 


‘In.some cases, modern technology has ` 


ensured that there is a reduction in 


ae teal resources which will be necessary 
cd meet the „requirements of asset re- 


resources required for replacement when ` 


occasions when it may well be desirable 


‘in order properly to show a true and: 
‘fair view for replacement accounting 
techniques t to be used in reporting in the’ 


There are. 


“annual accounts but in such cases, In 


the memorandum inflation ; accounts, 


. the results would be added on to, rather 


than used as an alternative to, CPP 
~ accounting’. i 


The President: was Seapondine to the.” 


toast to the ‘Institute, proposed by Mr 
' chairman and chief ` 
executive of the- International Publishing’. 


A. A. Jarratt, C.B., 


. Corporation, ` who spoke- of the im- ` 
portance of improved staff relationships. ` 


sponded, 7 r 


Judge Zigmond, M.R.C.S., “LRCP., 


Bankers i in | Conference ` 


countanti, November 14th], the terms of -, 


D 


„and assumptions upon which they’ are ` 
based continue to be KE 


ty ‘One 


reference of which include -he re-exami- 


. nation of the scope and aims of published — 
_ financial reports. However, pending the ` 
* report of ‘that working party and any 
‘amendments to law and peactice which. 
_ may result.from its study, i: is desirable, 
_ ‘and less likely. to cause confusion; that 
"accounts continue to be crawn in the 


manner to which we lave become 
accustomed. so long as the conventions' 


Unreliable basis ` ` 
of those assumptons, which 
until the second half of this century was, - 
over long periods, reasonably valid, 
was -that the purchasing power of 


. money would overall remaim unchanged. 


This is an essumption. which I think 
everyone will agree is no longer realistic. 
The continued preparetion of financial 


statements without regard to this change `` 
must make those statements unreliable - 


as a. basis for decision gab og, It is for 
this reason’ that CPP accounting has 


been developed and recommended as an 


De standard by the Councils of 


` the SE, bodies. It is interided 


AST week.. the ii iranat. seminar 


„organized by The Bank= brought'to ` 


tha London Hilton close ea a hundred 
` representatives of almost as many banks 
for two long, days of addresses and. dis- 
‘cussions on the ‘main issues facing the 
international banking community’. ` 
The first dag was‘ und: the chair- 
manship of Lord O’Brien, now President 


of fe 
. Bank, was in the chair: - 


Midland 


` There could well have bech more; the 

wide-ranging programme wade it more, 
than a restrictively banking —casion. 

' True, Mr Leif Mills, of he National 


“he delegate: 
list included a. handful of names from | 
` ` ‘outside the banking comrccnity - from ` 
. industry, government anc accountancy. 


Fron Our Banking Correspondent. 


` and a reinforcement of the mechanisms ` 
“that have led to the ‘dismal’ investment ` 
performance of British ‘industry since 
1945). He went on to give some fasci- ` 
nating . figures regarding ASTMS, and . 
even more interesting figures on the kind H 
_of the British, Bankers’ Association; on." 
thé second day Mr E. J. 7. Hellmuth; ` 
- executive director 


` title, 


Union of Bank Employees aa ‘Banks and ` 


their Employees’, and Mr T. P. Lyons’: P 
rof Williams and Glyn’ s Baas, on ‘Bank- ` 


ing — the Human Resource’, were talking 
on topics of no direct corcern to non- 
bankers. So, ostensibly, ws Mr Clive 
Jenkins, whose subject wes ‘Pay and 


‘some sharp things to say outside’ his 
title: strong criticism of he Budget, 


"were concerned, 


new Industry Act and the social contract, 


of salary levels at which the Association 
negotiates for "ms highest-paid members. 


' Economic problems- ; 
Away from purely domestic matters, the 
seminar was understandably concerned. , 


mainly with the parlous state of the 


economy. Professor Victor: Morgan’s , 
‘What happened to Competition, . 
and Credit Control?’ might almost have 


“We have to get alongside, people who. - 
work with us, and get them to participate 
with us’, he said. l 
The toast-of ‘Our guests’. was proposed’ 
` by Mr G. D. Ashcroft, ¥.c.a.; President of ` 
` the Manchester Society, and his Honour. 
re- 


been am umbrella to cover also Mr’ 


Paul Bareau’s ‘Controlling the Banks’; 
Dr Walter Siepp, from the Westdeutsche 


Landesbank Girozentrale on ‘Crisis Man. 
agement —- Bank Failures’; Mr Fabian : 
Samengo-Turner of the First National, 
S - City: Bank on ‘Near-Banks’; 
- Conditions in Banking’; theugh be bad": 
.and Inflation’ ~ for all these addresses 
-in their various ap- 


fessor David Laidler’s “Money Supply 


and Pro-'. 


= not: Teast of the Se ‘for, Industry : 
proposal (a potential emasculation of the ` 
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Mr lan Fraser, one of the speakers. 


proaches, with the management of the 
monetary system whose difficulties are 
so closely interwoven with our present 
troubles. 

Professor Laidler is a monetarist, but 
one who admits the difficulties of pre- 
scribing for the patient; the monetarist 
theory is a prescription for running a 
stable economy, and ‘we are in exactly 
the kind of disequilibrium about which 
we know far too little to be able to 
influence it much’. Professor Morgan 
was critical of the monetary control 
mechanism produced by the 1971 re- 
thinking. Predictably there was general 
agreement that what Mr Bareau called 
‘the euphoria of the early 1970s’ had had 
lamentable results, and Mr Samengo- 
Turner and Mr Bareau alike argued that 
stricter control of banks was both in- 
evitable and (with ‘not too strict’ as a 
gloss) desirable. 

Mr Bareau considered the infiuence 
of British membership of the EEC, which 
must move the UK in the direction of 
more control, Dr Siepp’s contribution 
provided a continental view of a problem 
shared by all developed countries, and 
Mr Robin Hutton discussed, with the 
authority of his position as director of 
the financial institutions of the Com- 
munity, ‘Banking Harmonization in 
Europe’ — a matter in which Britain has 
already substantially moved Community 
thinking towards the flexibility which is 
so widely held to be the City’s principal 
strength. The best balance between that 
flexibility and the increasing control that 
must come is still to be worked out. 


Advantage of flexibility 


Mr G. Geas of the Banque Nationale de 
Paris, on ‘Foreign Banks in London’, 
recognized flexibility as one of the at- 
tractions that had brought around 170 
foreign banks to the City, but regarded 
the presence of those banks as a further 
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contribution to London’s unique position 
— not quite as dominant now as it has 
been, but likely to retain the lion’s share 
of world banking business. 

While all this was clearly of more than 
purely banking interest, there were five 
addresses of direct concern to the rest 
of the business community: Mr Lucien 
Wigdor, Deputy Director-General of the 
CBI, on ‘What Industry expects from 
the Banks’; Mr Ian Fraser, deputy 
chairman of Lazards and chairman of the 
Capital Markets Committee on ‘The Re- 
lationship between the City and In- 
dustry’; Mr G. W. Mackworth-Young, 
vice-chairman of Morgan Grenfell Hold- 
ings, on “The Role of the Merchant 
Banks in the new Pattern of Inter- 
national Finance’; Mr Charles Villiers, 
chairman of Guinness Mahon, asking 
‘Is Finance for Industry an Industrial 
Development Bank?’ and, perhaps most 
significant, Sir Eric Faulkner, chairman 
of Lloyds Bank, on ‘Profits and Profit- 
ability’. 


Contemporary interest 


Together these addresses provided a re- 
markably interesting conspectus of the 
financial troubles of industry, and that 
they were delivered so soon after Mr 
Healey’s Budget certainly did not lessen 
that interest. 

Mr Wigdor, whose address in fact 
opened the seminar, put the proposition 
clearly that British industry lacks medium 


Mr Lucien Wigdor, Deputy Director-General of the 
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and long-term investors (Mr Fraser was 
later to disagree strongly with the 
suggestion that the institutional investors 
take a short term view); and the banks 
do not fill the gap in the way that con- 
tinental banks do. Even in normal 
times, he said, a more direct bank 
involvement in industry was desirable; 
a fortiori when the equity market is 
hors de combat and ‘foolishly conceived 
prices and profit controls, together with 
roaring inflation’ have brought us to our 
present state. 

There was — indeed, there could be — 
no disagreement with the proposition 
that industry is starved of capital. Mr 
Mackworth-Young examining the role 
of the merchant banks, urged a greater 
flexibility in the Stock Exchange; failure 
to find more capital would drive an in- 
creasing number of private companies 
into the hands of a coterie that did not 
believe in a free market. But Mr Fraser 
reminded his audience that banks and 
investors were not unreasonable in 
pressing for evidence of viability before 
investing. 

South of Watford, he suggested, it is 
believed that finance should be the 


master; north of Watford the mastery 
is held to belong to industry. Both 
views were wrong: the two sides should 
remain in a permanent well-balanced 
positive and creative tension. Certainly 
blamed as 
City, 


not be 
of gloom; the 


the City should 


merchant with 


- - 


Confederation of British Industry, 


addressing the conference, watched by Lord O’Brien. 
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the Stock Exchange as an extraordinarily 
efficient barometer, is measuring the 


future which, unless conditions are 
re-established to let capitalism work, is 
not cheerful. 


The case for profitability 


Here he was echoing Sir Eric Faulkner’s 
extended defence of the profit concept. 
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Both made the point that profit has 
become suspect, even im circles away 
from Marxism. Sir Eric urged that with- 
out profit a company cannot look after 
its workers, its customers, its suppliers, 
the community or its own future — to 
say nothing of the investors who made 
the company possible in the first place. 
To some extent he was preaching to the 
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converted; but even amongst bankers 
doubts may be present, and even that 
majority with no doubts often do not 
appreciate the full extent of the argu- 
ment Sir Eric deployed. 

Predictably, no-one shared Mr 
Jenkins’s view of the Budget, though 
comment was (equally predictably) short 
of unrestrained enthusiasm. But Mr 





Dependence on Profitability 


President at Coventry Dinner 


O-OPERATION and communica- 

tion between management and work- 
ers were always the best and winning 
ways of overcoming mutual suspicion 
and confrontation, declared Mr Kenneth 
Sharp, T.D., M.A., F.C.A., President of 
The Institute of Chartered Accountants 
in England and Wales, speaking in 
Coventry last Friday at the annual 
banquet of The Warwickshire Society of 


` -Chartered Accountants. 


Mr Sharp, who was responding to 
the toast of the Institute, proposed by 


~ Councillor Gilbert Richards, C.B.E., LL.B., 


went on to say that with an immediate 
improvement in methods of communica- 
tion and a better spirit of co-operation, 
the country’s shaky economy could well 
be put right. 

He added that now, more than ever, 
there was a great need før a stronger 
bond of ‘togetherness’. In the long run 
the wealth of the country, and of 
everyone in it, depended on the profit- 
ability of industry. 


Capabilities of industry 


_ It was immaterial whether industry was 


publicly owned, whether it was a major 
corporation listed on The Stock Exchange, 
or simply a privately-owned family 
company. What mattered was that it 
should always be profitable. 

He had no doubt that industry was 
capable of significant increases in profit- 


_ ability. 


‘This was amply demonstrated during 
the period of the three-day working 
week when substantially normal pro- 
duction was maintained in a working 
week of 60 per cent or less. This was 
done simply by co-operation, by the 
co-operation of management and work- 
people, by the co-operation of all in 
industry determined, if at all possible, 
to maintain their earnings, and perhaps, 
more important, to maintain their jobs’, 
he said. 


Mr Sharp asked: ‘If that co-operation 
was available then, why is it not 
available now? I believe there is one 
simple reason — mutual suspicion.’ 

Suspicion, he thought, was the child 


of ignorance, of the half-truth, and, . 


perhaps, deliberate attempts to foment 
misunderstanding. All these could be 
avoided if the full facts were known and 
understood, 


Accountants’ contribution 


Accountants, he maintained, were now 
the communications network of industry. 
The facts upon which industrial knowl- 
edge and understanding were based were 
the facts produced by the accountancy 
profession and expressed in terms of 
figures. 

‘I believe’, said Mr Sharp, ‘that all 
accountants, whether in industry or in 
practice, who are involved in industrial 
reporting have a duty to prepare in- 


formation in a form acceptable to man- 
agement and the work-force alike, which 
explains in a clear and understandable 
fashion the achievements and proposals 
of the organization.’ 

With all this in mind, an Institute 
working party, which included 3 repre- 
sentative of the TUC, was developing 
a series of courses for senior management, 
the first of which was to be presented 
in the spring. 

Participation was a topical subject 
these days, he added, but participation 
without understanding would never really 
remove suspicion. 

It was, he declared, the job of the 
accountancy profession to make sure that 
the communication links were always 
there, ever open and fully-manned by 
both sides. 

Mr Sharp paid tribute to ‘three 
charming and important ladies . 2 - 
Miss D. Aileen Thompson, F.c.A., the 
first woman President of the Warwick- 
shire Society of Chartered Accountants; 
another speaker, Mrs Ailsa Stanley, 
journalist-novelist, and the only woman 
member of the Metrication Board; and 
also the Rey. Valerie Dinning, a woman 
minister with the Warwick Road United 
Reformed Church in Coventry. 





Miss D Aileen Thompson, F.C.A., President of the Warwickshire Society of Chartered Ac- 


countants, third from left, with her principal guests, Jett to right, Mr Kenneth Sharp, T.D., M.A., 
F.C.A., President of the Institute, Mrs Ailsa Stanley, J.P., only woman member of the Metrication 
Board, and Mr Bruce Sutherland, F.C.A., President, Birmingham and West Midlands Society of 


Chartered Accountants. 
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Villiers welcomed almost without reserve 
the new look proposed for Finance for 
Industry, and his address, drawing on 
his experience as managing director of 
the IRC and chairman of the Northern 
Ireland Finance Corporation, set out 
the need for it, how it could work, 
where its money would come from and, 
not least important, its relationship with 
Government: ‘independent of, but work- 
ing closely with. The great Government 
departments, Treasury, Foreign Ojifice, 
Trade, Industry and Environment, as 
many of us know so well, have huge 
influence, power and, above all, knowl- 
edge, far, far deeper and more extensive 
than anything I have met in the private 
sector, except in some multinational 
companies’. 


It was not entirely inappropriate that 
the last address should have been con- 
cerned with the problem that transcends 
all the others. Previous speakers had 
naturally touched upon it, but it was left 
to Mr S. M. Yassukovich, managing 
director of the European Banking Com- 
pany, to talk at length on ‘Oil Recycling 
and the Banks’. 


No easy answer 


Mr Mackworth Young had earlier said 
that he hated the term ‘recycling’, too 
often meaning only short-term juggling 
that did not touch the real diiticulties. 
Mr Yassukovich, in his perceptive analysis 
of the problem avoided any relatively 
easy short-term view. The difficulties 
were enormous, he said, compounded as 
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they were by the collapse of the equity 
markets in the West and by the growing 
sensitivity in the West towards Arab 
investment in our domestic industry. 

But, he was able to conclude, ‘In the 
long term we have a situation where the 
interests of all parties coincide. Under 
these circumstances, it cannot be overly 
unrealistic to assume that the human 
instincts of self-preservation and in- 
genuity will provide a series of effective 
solutions to the problem’. 

One may wonder about the instinct 
for self-preservation; but, as they ponder 
what they heard in their crowded two 
days, delegates to this useful seminar 
can have no doubt about the need, in all 
the areas discussed, for substantial 
measures of human ingenuity. 





Support for the Small Firm 


Fallacy of ‘Size for Own Sake’ 


KI" assumptions of the advantages 
of size for its own sake were attacked 
by Mr Kenneth Sharp, T.D., M.A., F.C.A., 
President of The Institute of Chartered 
Accountants in England and Wales, at 
the recent annual dinner of the Humber- 
side and District Society of Chartered 
Accountants. There was considerable 
evidence, he said. that the economy 
largely depended upon the inventiveness, 
flexibility and willingness to innovate and 
take risks which were characteristic of 
many small businesses. 

How seldom did one hear of such 
companies being beset with strikes, labour 
unrest and the like? There was no evid- 
ence that, by any accepted criterion, such 
businesses were less profitable than the 
industrial giants. They might not make 
the headlines, but they were responsible 
for the welfare of millions of people in 
urban and rural areas spread throughout 
the country. 


Need for professional services 


The service of such a variety of business 
activities required a matching framework 
of professional accounting firms, organ- 
ized and experienced for the task. 

‘The service which the smaller in- 
dustrial and commercial unit requires 
from its accountants may to some extent 
be different — but it is no less skilled and 
requires no less degree of judgement, than 
that which the giants receive from the 
larger accountancy firms’, the President 
continued. ‘Never has that service 


been more crucial than it is today. 

‘It is the Council’s policy continuously 
to monitor the facilities provided to all 
members, to assist them to develop and 
perform to their maximum potential the 
duties which they owe to their clients. 
In this regard, as in others, the smaller 
firm serving the smaller business is no 
less important — and in many respects may 
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be more important — than any other part 
of the membership.’ 

So the Institute could continue ade- 
quately to serve its members in this way, 
it was necessary to ensure that in real 
terms its resources remained adequate 
for the task. For this reason, the Council 
was considering a proposal, which had 
been suggested by a member at the 
recent special general meeting, for the 
index-linking of fees and subscriptions 
[The Accountant, November 14th]. 

The toast of ‘The Institute of Chartered 
Accountants in England and Wales’ had 
been proposed by Mr Peter Hick, 
managing director of Beecroft and 
Wightman Ltd and a past chairman of 
the Humber District Timber Trade 





Mr Kenneth Sharp, T.D., M.A., F.C.A., President of The Institute of Chartered Accountants in 
England and Wales, centre, admiring one of the art treasures in Hull Guildhall, in company 
with the Lord Mayor, Councillor L. Johnson, and Mr M. D. Raettig, F.C.A., President of the 
Humberside and District Society of Chartered Accountants. 
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_ Association. He trod warily ‘over the 
E ` current wage free-for-all known hereto- 
__ fore as the Social Compact’, saying only 
= that some yardstick was essential and 


— leaders in the TUC must be finding it 
+ increasingly difficult to sell moderation 
= to the shop floor. 

Inflation was now talked of in tornado 
quantities, making the question of ac- 
counting for inflation one of central 


"importance. Industry had got to live 


with inflation and the Institute’s con- 
tribution to this dialogue would be vital. 


Independence essential 

‘The independence, probity and pro- 
ficiency of your Institute are essential’, 
declared Mr Hick, ‘especially at a time 
when an influential section of society is 
only too anxious to discomfort and dis- 
credit private industry. At a time when 
standards generally are in decline, the 
maintenance of the Institute’s profes- 
sional standards and standing is of para- 
mount importance. 




















- “This task is an onerous but an honour- 
able one. The Institute and all those who 
lead it have earned the respect and 
deserve the support of everyone’, 

Proposing the toast to the guests, Mr 
M. D. Raettig, F.c.a., President of the 
Society, said that this was the first annual 
dinner to be held under the Society’s 
new title of ‘Humberside and District’ — 
an area which now extended from Whitby 
in the north to Mablethorpe in the south 
and Goole in the west. Mr Alistair J. 
Wilson, M.sc. director of the Humberside 
Educational Television Service, res- 
ponded to the toast. 
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Education 





that it is exam-orientated. 


E. mere: rather than acting 
_ Las servants in the educational process, 
actually dictate the form and content of 

courses. The profession’s educational 

` syllabus is published as the format of a set 
of examinations rather than as the format 
= of an educational course. 

2 In attempting to discuss the educa- 

tional system from the standpoint of the 

examination system we are in danger of 
rselves falling into this trap. The 
cision on the structure of examinations 
should be the last step in any educational 
planning. The first stage should be the 

_ planning of course content. One should 

_ decide what functions the future account- 

ant is likely to be called upon to fulfil, and 

~ then decide which subjects, and to what 
` level in these subjects, the student should 

_ be taught to best equip him to fulfil these 

_ functions. 


Er, Deciding the best teaching 
methods 

The second stage should be to decide 
what course structures and teaching 
methods are best suited to these subjects. 
Here one should decide, for example, 
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or Examination? 


Paul Hendrick, President of ACASS, prepared the following 

_ paper for discussion at the meeting of the European Accountancy 
Students’ Study Group in Amsterdam on November 10th 
(‘Roundabout’ last week), which was attended by ACASS 
representatives and their counterparts from the Belgian, Danish, 

_ Dutch, French, and Irish accountancy bodies. Paul Hendrick takes the 
= view in his paper that the basic weakness in the UK accountancy 

_ educational system — and indeed in those of most professions — is 


whether to put greater emphasis on 
tutorials and seminars than on traditional 
lectures etc. Only when these first steps 
have been taken should one decide upon 
the methods of assessment to be adopted. 
And in choosing a system of assessment 
we should not merely regard it as a means 
of sorting the wheat from the chaff at 
the end of the day. 

More emphasis should be placed on 
regarding the system of assessment as a 
positive educational aid — as a means of 
letting the student and lecturer know, 
throughout the course, the student’s level 
of attainment so that corrective action 
can be taken where necessary. 

ACASS adopted this approach in for- 
mulating its policy on future educational 
requirements as outlined in the paper 
‘Future Education and Training for the 
Profession’ which was adopted at the 
ACASS March 1974 Council and modi- 
fied in the light of the Solomons Report 
at its September 1974 Council. 

Basically, ACASS policy is that en- 
trance to the profession should be re- 
stricted to graduates of universities or 
polytechnics. ACASS would like to see 


the development of more ‘relevant’ 
degree courses — providing a theoretical 
grounding in subjects relevant to the 
profession — and believes that graduates 
in other disciplines should be required 
to complete a one-year postgraduate 
course at a university or polytechnic 
before commencing their practical train- 
ing. 

This training should take place at 
Institute licensed firms and‘ should last 
for three years. It should be interspersed 
with periods of full-time study at practical 
instruction centres which ACASS be- 
lieves should be set up by the profession, 
On completion of his training a student 
should be required to sit a ‘test of profes- 
sional competence’ before admission and 
should also submit to the Institute a 
record of the training he has received 
during his period of practical training. 

In this system there are three distinct 
phases of assessment: 

assessment during the degree or dip- 

loma course; 

assessment of the training record; 

the test of professional competence; 
although the latter two stages could quite 
possibly be considered together. 


Break from the ‘traditional’ 


Assessment during the degree or diploma 
course should have the function of assist- 
ing the student in the development of his 
theoretical as opposed to practical 
knowledge and in testing his academic 
ability. 

ACASS believes that such assessment 
is in the main the province of trained 
educationalists and therefore the Institute 
should not seek to control these exams. 
There should be ample scope for innova- 
tion in methods of assessment, and 
students and lecturers should be able to 
work together in formulating suitable 
methods, It should facilitate a break from 
total reliance on the traditional three-hour 
unseen examination. 

ACASS does not advocate any one 
form of assessment in preference to others 





for this particular stage; a paper pre- 
sented to the ACASS March 1974 
Council outlined the advantages and 
disadvantages of a number of types of 
assessment. 

The assessment involved in the review 
of the training record and in the test of 
professional competence would be ful- 
filling a somewhat different function. It 
should have the function of assisting the 
development of the student’s practical 
education and of testing his competence 
to practise as an accountant. 


No resemblance to real life 


Here one can be more specific about the 
methods of assessment to be employed. 
Clearly the traditional three-hour unseen 
paper cannot effectively test a student’s 
professional competence as it bears no 
resemblance to a real-life situation. A 
great deal of research will be required to 
formulate an exam which really is a test 
of one’s ability to practise; the following 
methods of assessment should be con- 
sidered in any such research: 
case studies which would test the 
student’s ability to cope with prac- 
tical problems; i 
oral examination, testing a student’s 
ability to communicate effectively. 
Such an examination might take the 
form of discussion of work the 
student has been involved in in his 
period of training and recorded in 
his training record; 
continuous assessment of the student’s 
work during his periods at practical 
instruction centres. 


Short-term policy 


The proposals outlined above would take 
some time to implement and we must face 
the problem of trying to effect some 
short-term improvements in the present 
examination system, involving as it does 
a series of three-hour unseen papers. The 
following proposals, if adopted, might 
alleviate some of the worst excesses in 
the present system: 

(1) The student should, wherever pos- 
sible, be provided in the examination 
room with the same reference aids 
as he would use in practice. This 
means, for example, allowing the 
use of comprehensive tax tables, 
Companies Acts and other relevant 
Acts of Parliament. 

(2) Allowing students a choice of 
questions to answer in the exam. 

- (3) On essay-type questions, setting 

` questions which do not — because of 
their nature and because of the time 
pressure - involve merely listing 
points for an answer but rather 
involve writing a coherent essay 
which tests the student’s ability to 
express himself. i 3 
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(4) Consideration should be given to 


the use of multiple choice questions. 
(5) Research has shown that traditional 
exams can adversely affect a 
student’s health and that the ner- 
vous disposition of certain students 
causes them to do badly in these 
exams despite the fact that they 
might cope perfectly well in a real- 
life situation. This problem could 
be alleviated by spreading the 
exams over a larger period of time 
and by ensuring that no student has 
to sit more than one exam per day. 


The problem of implementation of the 
proposals is a serious one. It is of no use 
for students merely to debate and decide 





upon reforms in the system if they do not ` 
have the will or the capability to put ` 
pressure on their professional body for 
reform. 


Independent reviews 


ACASS, in addition to using its normal 
channels of communication with the 
Institute to effect reform in the system, ` 
has established an Examinations Review 
Committee consisting of educationalists as 
well as students. This committee will 
produce independent reports on Institute 


exams which will, hopefully, be of assist- — 


ance to the student and also, by estab- 
lishing guidelines, point the way to 
reform. 





‘Read and Think’ before Writing 


Examiners Complain of 
Irrelevance and Verbosity 


‘CANDIDATES should be encouraged to 
read, to think and to write — in that order. 
There is a startling lack of basic common 
sense in many scripts.’ 

This is one of a number of general 
criticisms to emerge from the examiners’ 
reports of The Institute of Chartered 
Accountants in England and Wales. 
These reports, distributed for the past 
two years to tutors and training officers, 
are now being given a wider circulation 
to students’ societies and the professional 
press. In widening the distribution, the 
Institute has stressed that ‘the reports are 
still aimed primarily at tutors, whose 
needs for guidance may well differ from 
those of students’. 


‘Not always relevant’ 


In both Intermediate and Final exami- 
nations, it is the Examination Committee’s 
declared policy to move away from 
questions which require the candidate 
merely to state facts or to make routine 
calculations. Most candidates, according 
to the examiners, are ‘reasonably com- 
petent’ in this; but the ability to analyse 
a situation and to draw conclusions from a 
set of facts is less apparent. Too many 
candidates still rely on ‘regurgitated’ 
class notes and textbook extracts — some- 
times imperfectly remembered and not 
always relevant. 

Among individual subjects, the level of 
achievement in the auditing papers at the 
November 1973 Final and March 1974 
Intermediate examinations is officially 
described as ‘disappointing’. The average 
result showed only one question in each 
paper to have. been well answered, the 


remainder ranging from ‘average’ down 
to ‘poor’ and, in one case, ‘extremely. 


poor’. This last was an EDP application ` 


from the November 1973 Final — ad- 
mittedly more demanding than previous 
problems set in this area, though in the 


examiners’ view ‘by no means difficult’; 


but an Intermediate question requiring 
candidates to distinguish between a state- 
ment of standard practice and an exposure 
draft, with an example of each, also fell 
into the ‘poor’ category. Remembering 
that SSAPs and EDs are reported ver- 
batim in The Accountant as they appear, 
we share the examiners’ surprise and 
disappointment! 


Approach to case law 


Both the Final law papers revealed ` ` 


deficiencies in candidates’ approach to 
case law; in fact, the general standard in 
English Law I (limited companies) 
indicated that many candidates relied on ` 
committing statutory provisions to mem- 
ory in order to reach the minimum pass 
standard, disregarding case law entirely. 
In English Law II, the examiners com- 
plained of candidates ‘just quoting lists of 
cases without applying their ratio decidendi 
[the underlying reasoning] to the ques- 
tion’. Both papers included questions 
based on recent Court decisions — one 
source of this information being, of 
course, The Accountant’s ‘Current Law’ 
column. 


Answer the question 

In the general area of examination tactics, ` 
irrelevance and verbosity still rank high 
as two of a candidate’s worst. enemies; 
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marks are awarded, to quote the exami- 
ners again, ‘for the quality and not for the 
quantity of work submitted’. Some 
_ candidates are inclined to forget which 
_ paper they are taking, while others give 
‘a considerable amount of often quite 
accurate information . . . which had 
nothing to do with the question as set’. 
This particular form of time-wasting 
_ possibly stems from the traditional and 
_ deep-rooted suspicion that examiners are 
= Out to trap the unwary candidate! Con- 
_ trary to generations of student opinion, 
~ the examiners have given a categorical 
= assurance that ‘Questions should be taken 
"at their face value; every effort is made to 
= avoid ambiguities, and trick questions are 
never set’, 
= Recurrent complaints of slovenly work- 
= ing and inadequate command of the 
` English language - ‘by no means confined 
= to students of overseas origin’ — indicate 
= weaknesses in general standards of educa- 
_ tion, and of a kind which A-level and 
` graduate entrants might reasonably be 
expected to have put behind them. 
= Ironically, however, the examiners’ re- 
port itself contains at least one spelling 
error! 











LONDON STUDENTS’ 
COST OF LIVING 


_ Tue London and District Society of 
` Chartered Accountants and The Char- 
_ tered Accountant Students’ Society of 
_ London have prepared and agreed an 
= estimate of the cost of living of a 
_ chartered accountant student living away 
__ from home in Greater Londen. 

` The estimate shows that on July rst, 
` 1974, the cost of the basic requirements 
` of a single student, sharing a bed-sitter 
= in Muswell Hill, Ealing or Clapham, 
and working in Central London, was 
` £20°54 per week. To produce such a 
` isum, net of taxes, etc., solely out of 
earnings, a student needs a salary of 
£2730 per week — £1,420 per year. 
The other main assumptions made 
arriving at the estimate are that no 
educational expenses will fall to be met 
by the student, principals supply 15p 
luncheon vouchers, the student does not 
contribute to any private pension scheme, 
and the cost of living for a female 
_ student is the same as that of a male 
-~ student. 

=. It is emphasized that the estimate is 
ot intended as a recommended salary, 
t as a general guide on the current 
cost of living. Full details of the 
estimate are available from either the 
_ London and District Society of Char- 
_ tered Accountants or The Chartered 
_ Accountant Students’ Society of London, 
| to enable assessment of individual re- 
quirements to be made. 
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LETTER TO ROUNDABOUT 









Essex Students Unite! 


Sir, — I refer to the above-titled article in 
‘Roundabout’ in your issue of October 
31st and would say that it seems strange 
that no approach has been made to the 
South Essex Society of Chartered Ac- 
countants in relation to what is described 
as ‘this depressing situation’. Not only has 
the South-West Essex Chartered Ac- 
countant Students’ Group dwindled to 
none, so also have the groups based on 
Southend-on-Sea and Chelmsford. : 

The approximate membership of 
SWECAS Group of 900 constitutes those 
persons living in the area and the vast 
majority of these students commute to 
London. Bearing in mind that the whole of 
South Essex has only approximately 350 
principals (many of whom are not in full- 
time practice), I would think the actual 
number of students working in the area is 
not likely to exceed about 200. 

The difficulties experienced by 
SWECAS Group seem to stem directly 
from an inability of the students to provide 
continuity of secretarial work coupled with 
the problems of obtaining adequate lists 
of members from CASSL for circulariza- 
tion purposes. 

It is interesting to observe that most of 
those students and qualified members who, 


over the past 10 years or so, have taken 
an active part in SWECAS Group affairs 
are now or have been members of the 
South Essex Society of Chartered Ac- 
countants’ committee, but no new names 
have come forward to rejuvenate the 
students Group. . 


This Society is at present actively look- 
ing at the situation, but since our inaugura- 
tion as a District Society on May 2oth, 
1974, we have been without the benefit of 
students’ views because CASSL’s ap- 
pointed representative has never been to 
either our main committee or our educa- 
tion and recruitment sub-committee meet- 
ings. Kë 

It really is of little use to decry the 
situation when it seems clear that the 
students themselves, through CASSL, are 
not really interested. Whilst accepting that 
part of the blame may rest with principals 
for lack of encouragement, the main drive 
must come from the students with a pre- 
paredness to devote their own time to their 
own affairs, E 

Yours faithfully, d 
D. E. HEADY, F.c.a., 
Secretary, SOUTH Essex SOCIETY op 
CHARTERED ACCOUNTANTS. 





Observer's Column 


Transfer Mythology 


Some students with smaller professional 
firms are so busy trying to transfer their 
articles to the larger counterparts that 
they tend to overlook the important 
advantages of training with the former 
variety. The grass, as they say, is always 
greener elsewhere, and before any 
starry-eyed decision on this matter 
is taken, the illusions should be swept 
away. 

First of all, most large firms tend to 
recruit graduates who are subject to a 
training contract of a mere three years’ 
duration. In that period considerable 
study-leave allowances — at least a half- 
year in the case of non-exempt graduates 
— have to be made, and the remainder is 
mainly occupied with ‘large company’ 
auditing. Depending upon individual 
talents, the role played in this area could 
range from a junior cog among the senior 
wheels to one which requires considerable 
initiative and hence provides more in the 
way of relevant experience. 

The large firms usually operate separate 
departments for taxation, share registra- 
tion, consultancy, and even Computer 


auditing. Given the limited time available, 
very few students are in a position to 
engineer transfers to non-auditing areas 
and their overall experience correspond- 
ingly suffers. From an examination point 
of view, even their auditing expérience is 
of questionable value: you need only 
consult the May 1974 paper in that 
subject to see why! 

Contrast this situation with that of the 
‘A’ level entrant in the smaller firm who 
spends four years in training after com- 
pleting his foundation studies. He faces a 
variety of situations in connection with 
clients’ affairs, often single-handed. He 
becomes adept at incomplete records, 
farm accounts, personal and company 
taxation, and the whole range of problems 
(e.g., raising finance, or improving 
management efficiency) that currently 
beset smaller commercial concerns in 
general. 

The outlook for small businesses today 
is not without promise, despite the pres- 
ent economic problems, and tomorrow’s 
accountants will have to advise on every 
need which they encounter, ` <> 
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Notices 


PROFESSIONAL NOTICES 


ARMITAGE & Norton and OLDHAM 
Doan & Co announce that the 
practice carried on by OLDHAM HOLLAND 
& Co in the City and in High Wycombe 
will be merged with the London practice 
of ARMITAGE & Norton, Chartered 
Accountants, with effect from January 
Ist, 1975. 

THORNTON BAKER & Co announce that 
with the re-election to Parliament of Mr 
NEVILLE G. TROTTER, B.COM., F.C.A., he 
has retired as a partner at Newcastle 
upon Tyne with effect from October 31st, 
1974, but remains in an active capacity as 
a consultant. 


APPOINTMENTS 


The. following appointments have been 
made by companies within the Target 
Trust Group: Mr T. C. Brooks, F.c.A., 
to be group comptroller, Target Trust 
Group; Mr K. J. Gates, F.c.a., to be 
chief accountant of Target Life Assurance 
Co, and Mr C. M. A. Simon, A.C.A., to be 
joint general manager of Unit Trust 
Services. In addition, Mr Simon and Mr 
J. C. Walsh, F.c.a., have been appointed 
directors of Unit Trust Services. 

Mr Edwin H, Hilborn, a.c.c.a., has 
been appointed to the newly created 
position of corporate treasurer at Bowater- 
Scott, assuming wider responsibilities in 
the finance and planning division, He 
joined Bowater-Scott in 1967 as group 
financial accountant, and prior to his new 
appointment was manager — new ventures 
and special projects. À 

Mr Martin G. Hill, A.c.M.A., has bee 
appointed divisional accountant of the 
Engineering Division of McCorquodale 


SUCCESS IN 


YOUR 
C.A. EXAMS 





& Co. He has joined McCorquodale 


from the Spirella Group, and will be 
based at the offices of Buckley, Myers & 
Taylor at Shaw, Lancashire. 

Mr Peter Hughes, M.B.A., F.C.A., who 
until recently was a director of Grand 
Metropolitan, has been appointed an 
executive director of Roadships Ltd 
with effect from November 15th. He 
will take over as managing director on 
January ist, 1975. 

Mr R. Hunter, A.c.c.a., has been 
appointed financial director and secretary 
of Shorrock Developments, of Blackburn, 
Lancs, a member of the Hawker Siddeley 
Group. 

Mr Peter Green, F.C.A., A.C.M.A., pro- 
duction and overseas director of H.P. 
Bulmer, has been appointed managing 
director of the cider division. 








Pa ac o 3 
Mr Peter Green Mr A. J. Mitchell 

Mr Alastair J. Mitchell, c.a., has been 
appointed financial director of Scotcros, 
the food and engineering group. He will 
have special responsibility for group 
expansion. 

Mr Nichol A. Preece, A.c.c.a., has 
become credit manager of Shell Mex and 
B.P., Leeds. 

Mr Keith Robinson, A.c.c.a,, has been 
appointed principal auditor (data proces- 
sing) of the British Gas Corporation. 

Mr Bernard J. Ryan, A.c.c.A., has been 
appointed to the board of Charles Kinloch 
& Co. 

Mr John C. Ryan, B.A., B.COMM., 
A.C.C.A., assistant general manager, Irish 
Industrial Credit Co, has joined the board 
of Shipping Finance Corporation. 

Mr R. L. Sales, a.c.c.a., has been 
appointed financial director of Charcon 
Buildings, of Tonbridge, Kent and 
Newark, Notts. 

Mr V. E. Simons, A.C.A., has been 





appointed ` profitability improvement _ 





manager of British Debt Services. Pre- 


viously he was a senior accountant with 
Val de Travers Asphalt. 


OBITUARY 


Mr Maurice Eckman, F.C.A. 


As announced under Professional Notices 
in last week’s issue of The Accountant, 


Mr Maurice Eckman, F.c.A., died sud- — 


denly on November 8th at the age of 51. 
‘Monty’ Eckman became a partner in 


Price Waterhouse & Co, of London, in ` 


1970 following the merger of Daniel 
Mahony Taylor & Co with Price 
Waterhouse. He specialized in receiver- 
ship and liquidation work and was well 


known as an adviser to companies with — 


liquidity problems. 

Leaving school at the age of 14, he 
joined the firm of Gordon S. Taylor & 
Co, which in 1940 became Mahony 
Taylor & Co. During the war he served 
with the Royal Corps of Signals and 
rejoined his firm in 1947. He subsequently 
sat for the examinations of the former 
Society of Incorporated Accountants 
and was admitted to membership in 
1955, becoming a partner in his firm in 
the same year. 


RATES OF ESTATE DUTY 


Forthcoming legislation on the capital 
transfer tax will dovetail estate duty 
rates for deaths after November rath, 
1974, until the date of the Royal Assent 
to the new law so as to conform to the 
rates and main rules applicable to 
capital transfer tax. The new scale is as 
follows: 


Cumulative 7 


Slice of net capital Rate 
Not 

Exceeding exceeding of duty each slice 
£ 


£ 


duty at 


Under 15,000 Nil Nil 
15,000- 20,000 10 500 
20,000— 25,000 15 1,250 
25,000— 30,000 20 2,250 
30,000— 40,000 25 4,750 ` 
40,000— 50,000 30 7,750 
50,000— 60,000 35 11,250 
60,000- 80,000 40 19,250 
80,000— 100,000 45 28,250 
100,000- 120,000 50 38,250 
120,000- 150,000 55 54,750 ` 
150.000— 500,000 60 264,750 
500,000-—1,000,000 65 589,750 © 
1,000,000-2,000,000 70 1,289,750 
Over 2,000,000 75 y 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 45 years of postal 
tuition experience and over 256.000 passes. it assures your success in all the principal Accountancy 
exams, and also in Banking, Book-keeping. Civil Service, Computer Programming, Costing, G.C.E., 
Law, Local Government, Marketing. Chartered Secretaries, Transport, UCTA, Works Management, etc. 
FREE 100-page book and special linked tuition information leaflet for Chartered Accountants (without 
obligation) on application to Careers Adviser. 


THE RAPID RESULTS COLLEGE 


Dept AH3, Tuition House, London SW19 4DS. Tel. 01-947 2211. 





Or for a Prospectus only ring 01-946 1102 (24-hour Recording Service). 


per cent maximum of ` 








RELIEF FOR STOCK 
APPRECIATION 


The Inland Revenue release on Cor- 
poration Tax — Relief for Stock invites 
companies to submit claims in the 
form below, so that tax can be held-over 
both from agreed liabilities and, for as- 
sessments under appeal, amounts agreed 


= aş not in dispute. However, no refunds 








can be made. 

In the absence of a regular twelve- 
monthly accounting period, claims must 
await the legislation. Stocks must exclude 
Customs or Excise duties, and contracted 
work in progress must exclude payments 
on account. 


FORM OF PRESENTATION OF CLAIM 
Accounting period from to 
Closing valuation of stock less 
adjustments in respect of Customs 
duties, or payments on account of 
workinprogress(ifany) ` n. — 
Opening valuation of stock less 
adjustments in respect of Customs 
duties, or payments on account 

of work in progress (ifany) ..... —.... 
Net increase in stock value ` 
Trading income for the period 


> Add capital allowances and losses 


deducted in arriving atincome — 


79 Deduct 10 per cent uu 
hee Net relief dueon sme — 


EA TAX CONFERENCE 


The School of Business and Management 
at Thames Polytechnic has arranged a 
one-day taxation conference to be held 
on Wednesday, November 27th. 

The programme has been devised to 
assist directors, executives, accountants 
and businessmen generally in keeping 
up-to-date with changes in taxation. 

The fee is £8, including lunch and full 
course documentation; further details are 
available from The Academic Registrar, 
Thames Polytechnic, Wellington Street, 
London SE18 6PF. 


CHARTERED ACCOUNTANTS’ 
MUSIC SOCIETY 


The illustrated talk by Miss Else Mayer- 


_ Lismann on ‘Operatic Characters’ on 


November 26th will now be held at 
6.30 p.m. at the Cripplegate Institute, 
2-10 Wilson Street, EC2 (near Moorgate 
Station) and not at the CEGB Theatre 
in Newgate Street, as previously an- 
nounced, 















Would-be Miss World — Sandy Campbell, 
Miss Dominion of Canada — meets Sir 


Halmar Nicholls, Bt., J.P., an associate 
director of Douglas Llambias Associates, 
during a visit to Canada by Mr Douglas 
Llambias, A.C.A., A.T.I.l., and Sir Halmar in 
connection with work being undertaken by 
the firm for the Canadian Institute of 
Chartered Accountants, and to gather in- 
formation for the recruitment conferences in 
Canada which the firm is holding in Glasgow 
on February 19th next, and at Chartered 
Accountants’ Hall, London, on February 21st. 


NEW NATIONAL INSURANCE 
CONTRIBUTION RATES 


The Social Security Amendment Bill, 
recently published, increases from April 
6th, 1975, the contribution rates and 
levels set out in the Social Security Act 
1973, which introduced a fully earnings- 
related system of contributions. The 
employed earner’s (Class 1) contribution 
will be 5:5 per cent of earnings between 
£11 and £69 a week and the employer 
will pay 8-5 per cent. Maximum weekly 
contributions on this basis are £3*79 and 
£5'86 respectively. 

Under the new arrangements, accord- 
ing to the Department of Health and 
Social Security, ‘an employed earner with 
below-average earnings will pay less than 
at present; an employed earner with 
average earnings will pay about the same 
proportion of his earnings as at present’. 
The employer, however, will generally 
pay more. 

The self-employed flat-rate (Class 2) 
contribution for men will remain the same 
as at present — {2-41 a week. The 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 
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Secretary of State intends to ake an 
order fixing a lower rate of Class 2 
contribution for women from April 1975. 
This will be between the present rate for 
women and that for men, and will represent 
the first stage of phasing out the present 
lower rate for women. Voluntary (Class 3) 
contributions for those who are non- 
employed or who wish to make up a 
Class 1 contribution record for pension 
purposes will be the same as the present 
non-employed contribution for men, 
£rgo. 

The Class 4 rate (self-employed earn- 
ings-related contribution) - which is a 
new contribution introduced by the 1973 
Act — will be changed from 5 per cent 
payable on the range of Schedule D 
profits or gains between {1,150 and 
£2,500 a year, to 8 per cent on the range 
£1,600 to £3,600 a year. The increase in 
the earnings range, which is equivalent 
to that in the Class 1 earnings range, 
takes account of changes in values since 
1972. The increase in the percentage 
rate — strongly criticized in a letter to 
The Accountant of July 18th — avoids the 
need to raise the Class 2 flat-rate contri- 
bution and protects the lower-paid 
self-employed from an additional contri- 
bution burden. 

The reduced rate of Class 1 contribu- 
tion — payable by married women and 
widows who are allowed to choose not to 
pay contributions at the full rate - is 
being increased from op per cent to 2 
per cent. It avoids large reductions in 
contributions for these women which 
would otherwise result from the ending 
of the graduated scheme, at a time when 
other contributions were having to be 
increased to pay for increased benefits. 


CORRECTION 


On page 658 of our November 14th 
issue, we inadvertently mentioned Dr 
J. M. S. Risk as a Gold Medallist of 
The Institute of Cost and Management 
Accountants. This distinction is in fact 
held by his brother, Mr W. S. Risk, 
B.COM., C.A., F.C.M.A., J.DIP.M.A., who is 
currently President of The Institute of 
Chartered Accountants of Scotland and 
also a Past-President of the ICMA. 

The two brothers, it is well-known, 
share an impressive total of professional 
appointments and distinctions, and we 
regret mistaken attribution of this particu- 
lar honour. 
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* EVERYTHING YOU NEED TO KNOW ! 


Every year we produce two self-study tax manuals or courses—referenced SS.| 
and SS.2—which assume no basic knowledge yet are sound and practical, They 
help all students and practitioners who wish to keep up to date. Over 50°, 
of our Members are qualified accountants or solicitors. Our register reads like a 
Who's Who. CLEARLY, AN ANNUAL SUBSCRIPTION TO THE COLLEGE 
OF TAXATION IS AN ESSENTIAL PART OF PROFESSIONAL LIFE. Even 
those who do not use tax every day find that en annual subscription is cheap 
insurance against obsolescence. The courses are lectures in an informal, chatty 
style. You will enjoy them ! 

CONTENTS. FULLY UP-DATED FOR 1974-75. 
LE 








SSI. UNIFIED, CAPITAL GAINS, DEVELOPMENT GAINS AND 
CORP: Sites £27.50 plus postage and packing.) 
Interest and Charges, 


tign. (PépsOnaleAlloWapces and Reliefs 
KA ff Adjustmentyof Profits 


sCommentememPand\Cessaticn. Change of Accounting Date. 









3. 

4. Ci ances. « S- Copal Allowances (Ctd.). 6. Losses 

7. ip. Sepangte Assest. \8& Sth B, C, D. Cases Ill, IV and V. 

9. Ase ViSth. A. 0. Ach, E 

iL tradWerion. Egemptib Reliefs, Companies. Husband and 
a 

IO 5. Options 

n. Bonus and Rights. 

l4 

15 d Charges. 

16. Corpn elief. 


? Tng accounts treatment 

18. Corpn. Tax. Close Companies. Amalgamations and Liqu 

19, Double Taxation Retief. Relief for Non-Residents. Tr 

20. Discovery. Negligence. Fraud. Back Duty, 

Sei, EXECUTORSHIP, ESTATE DUTY AND—IF LEGISLATED BY 
30/11/74—CAPITAL TRANSFER TAX. (Fee £13.75 plus p. and p.) 





, The Will and Personal Representatives. 








! 

2. Estate Duty. 3. Estate Duty (Ctd.). 

4. Estate Duty (Ctd.) 

5. Legacies. Distribution of Estate, 

6. Intestacy.Advancement and Hotchpot. 

7. Statutory Apportionm Writing-up 
Problems. 

8. Equitable Apportionment. 

9. Trusts and Trustees. 10. Trustees. 





5 Join The College Of Taxation ` 
and enjoy Az) courses 


1975 PROGRAM 





[You say ‘THE BEST’ ] 





* PRESENTED FOR EASY LEARNING ! 


Your time is valuable. You want courses with flowing outlines, punctuated by essential 
detail, illustrated by numerous examples and with practical value. Your courses are here 

~~ the result of painstaking research, tried and tested in lecture halls and so revolutionary 
that even Revenue people enrol with us. Consider these valuable points:- x You receive 
entire courses immediately. You are told how to programme your own studies. (N.B. We 
do not get the profit on correspondence courses which is said to come from students who do 
not complete the course. You get the entire course to dip into or master, as you please.) 
K Fully indexed and referenced to the Statutes. You can hardly be more up to date. You 
can look up points ANY WHERE IN THE COURSE immediately. K Fully “furnished” with 
‘tables’ of statutes, cases and contents. You can go as deeply as you like. You have the 
focts in numerous legal cases. Ideal for potential Specialists. ye Plenty of examination 
questions and detailed answers. You overcome the shortage of updated practise material, 
so essential to get speed and confidence up. $e Printed one side of paper only. What an 
expense! But what a marvellous thing for members. K Loose-leaf. It would be cheaper to 
give the course traditional binding but that would not be as easy for members to use. Some 
members take a lecture-a-day to the office, reading it on the train, K Foolscap pages set in 
8 point type enables complete computations to be seen at-a-glance. (N.B. The panel below, 
describing The Annual Certificate in Taxation, is set in 8 point type.) Æ No textbooks 
required. The SS.| course runs to nearly 300 pages. It is equivalent to a 500 page standard 
work on tax but is easier to work and is completely updated. K No supplements. A Up- 
dating. The entire courses are updated each year. It would be cheaper to do a long run and 
sell over 4 or 5 years with supplements but that would not help our members who would have 
to go through updating every example. Helping members is our prime concern. K No test work 
is submitted. There is no waiting for answers to be corrected. You know within minutes if 
you are correct. Thus, there is nothing to “‘unlearn'’. Je Query service. If you havea problem 
ON THE COURSE MATERIAL ONLY, simply use the No Carbon Required MESSAGE. 
REPLY FORM provided. We reply as soon as possible. yx Guide cards between lectures for 
easy reference 4x Copious aide-memoires A SS.1 contains an introduction on exam- 
ination technique. 4 Lead notes on every topic, many of which are greeted by students as 
“The best summary | have ever seen on such-and-such”. A barrister congratulates us on our 
piece on Settlements. On ‘‘Discovery", well . .. let's be modest... you will discover. 
K Copyright STEP-BY-STEP approaches to many computations. You are taken by 
the hand and led through the intricacies until they are intricacies no more, 


* OPTIONAL EXTRAS! 


RESIDENTIAL AND NON-RESIDENTIAL COURSES, 
PRE-RECORDED CASSETTES. 
Full details will be sent to you. 


MEMBERSHIP ARRANGEMENTS 





Although fi dates cannot be given, SS.| course should be available at end of January, 
1975, and SS.2 should be available in March. Applications for courses are deemed an 
acceptance of College rules and professional etiquette. The courses are produced, com- 
pletely updated, for the following three classes of Membership:- 





CREDIT TERMS: 
(U.K. ONLY) 


ASSOCIATE MEMBERS which are Subscriber Members who take both $S.1 and SS.2 
courses every year. They must pass the examination for the ANNUAL CERTIFICATE IN 
TAXATION before applying for admission as Associates and, if accepted, are entitled to 
use the designatory letters ACT meaning Associate of The College of Taxation. Thereafter, 
a Member who wishes to retain the designatory letters ACT must pass the examina- 
tion for the ANNUAL CERTIFICATE IN TAXATION in at least one of the three 
preceding years. The College of Taxation is the first U.K. organisation to insist on examination 
and re-examination for its Associate Members, 









This important exafnination is held world-wide annually. 
It is open to anybody interested in taxation, 


obtainable free from The Registrar. 


DON’T DELAY 
— ENROL 
TODAY ! 


21 OAKBURY ROAD, 
LONDON, SW6 2NN 
Tel. 01-736 8389 


Che Annual Certificate in Taxation 


It is independently invigilated by leading Chartered Accountants and Solicitors. 
irrespective of their source of study. There are NO EXEMPTIONS. Associate Members 
of this College—who use the designatory letters ACT—must pass this examination at least once every three years, Full particulars are 


THE COLLEGE OF TAXATION 


SUBSCRIBER MEMBERS are those who subscribe for any of The College courses regularly 
each year. Subscriber Members do not have to sit examinations and cannot use the designa- 
tory letters ACT. The College is increasingly producing courses against firm advance orders 
only. Subscriber Members are in the happy position of knowing that their courses will be 
procuced and will be despatched to them early 

STUDENT MEMBERS are those who want courses to help them through a particular 
examination. Candidates for examinations of the following professional bodies should 
find the courses extremely helpful: - 


@ The Institute of Taxation @ The Institute of Chartered Accountants in England 
and Wales @ The Institute of Chartered Accountants of Scotland @ The Association 
of Certified Accountants @ The Institute of Cost and Management Accountants @ The 
Institute of Chartered Secretaries and Administrators @ The Law Society @ The 
Council of Legal Education (i.e. The Bar) @ The Institute of Bankers @ The Associ- 
ation of International Accountants @ The Chartered Institute of Public Finance and 
Accountancy and @ the completely Open Examination sponsored by The College of 
Taxation for— 










EXAMINING 
IN THE U.K. 
AND OVERSEAS 





Grams: TAXMEN, LONDON SW6. Telex: 21879 calling COLTAX. 
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We're having 
to work 


too hard 


We've brought it upon ourselves. 
One of the results of a successful 
growth policy, both at home and in 
Europe, is that our work load is 
growing faster than our staff. 


This is where you come in. 


We need more good accountants 
in all fields —audit and investiga- 
tions, personal and company tax 
and insolvency. We are offering 


excellent opportunities to gain 
experience and promotion to men 
who can cope with the challenge of 
an expanding practice. 


Naturally we help ourselves by 
helping you, through in house 
training and a combination of 
regular staff appraisal and career 
planning,to acquire the skills and 
judgement to match the responsi- 
bilities. 





If you'd like to join a long- 
established national firm in a major 
growth period wel be delighted 
to talk to you. 

Contact Martin Gairdner. 

Binder Hamlyn Singleton Fabian, 
8 St. Bride Street, 

London EC4A 4DA. 

Telephone: 01-353 3020. 
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A New Genre of Taxation 


a ie petroleum revenue tax (PRT) is to be under the 
care and management of the Board of Inland Revenue. 
No doubt they will set up a special unit to administer the 
new levy, which has a flavour of the old excess profits tax 
about it. 

The Special Commissioners are the designated appeal 
tribunal, and practical interest in the complex provisions is 
likely to be confined to a small group of experts in the 
operating industry, the Inland Revenue and the Depart- 
ment of Energy. Indeed, there are parallels with the in- 
surance industry, where the influence of the Department 
of Trade and Industry is paramount. 

The Oil Taxation Bill comes 40 years after the then 
optimistic enactment of the Petroleum (Production) Act 
1934 — which is still the prime regulating machinery — 
assisted by the Continental Shelf Act 1964 and subsequent 
regulations. The definition of ‘oil’ is based on the licensing 
requirements of the 1934 Act, and the structure of the Oil 
Taxation Bill is only intelligible by reference to the regu- 
lations, in particular the use of half-yearly chargeable 
periods. 

The expression ‘critical half-year’ identifies the period 
ending after November 12th, 1974, when the cumulative 
production first exceeds 40 million cubic feet of standard 
gas. As and when oil production becomes significant, the 
critical period will be signalled by a total of 1,000 long 
tons. 

The new tax will not exist in isolation; the government 
‘take’ from the revenues of the operating companies will 
comprise three additional components. The existing 
royalties and corporation tax, as now modified, make up two 
of them, to which will be added, where applicable, the 
proceeds of direct State participation in oil licences, to be 
freely negotiated with the companies in the next few months. 

It seems that the Government have eschewed the idea of 
making investment grants and have plumped instead for 
50 per cent investment allowances. These are termed 
‘supplement’ by clause 3 (4) of the Bill which refers to 
certain classes of expenditure, whether or not capital, 
incurred to bring about the commencement of winning or 


Woki Rte Sn EE 


transporting output or in order to maintai 
operations. 

Also qualifying for the 50 per cent supplement are the 
costs of ascertaining the extent or characteristics of any 
oil-bearing area and its reserves. Mention of an ‘area’ 


brings to mind the rule that each field is a separate taxable 


unit. 
The computation of profits starts off with a combination 


of the price for crude sales and the market value of other 
usage, closing stock being taken at two-thirds of market ` 
value, and continues with various deductions permitted on _ 
a cumulative basis. Initial cost of rights other than licence | 


payments is not an admissible expense, nor are any financial 
charges allowable. The denial of the 50 per cent supplement 


where assets are hired seems part of the ring fence men- — 


Aar SS TE EL ET ALES e 





ON OTHER PAGES 


710 All's Well That Ends Well: Financial Record of BEA, — 
W. R. Anderson, F.C.C.A.. F.C.1.S., F.C.LT. 

713 Life Assurance and Inflation, /nsurance Correspondent 

715 Capital Transfer Tax: Accountants’ Submissions to © 
the Inland Revenue 

717 Folk Wisdom, D. A. Trigwell, F.C.A, 

719 Common Market Commentary: Sweetness Without 
Light, Richard Bailey 

721 Argyle Securities" Changed Plans \ 

731 Accountants’ Help for Agriculture: President Stresses- 
the Advantages 

732 Leadership and the Social Contract: Britain 


‘Drifting Again into Crisis’ 
Supplement: The Institute of Chartered Accountants in England and 
Wales : Results of September 1974 Intermediate Examination. 





Current Affairs 706 Office Efficiency 728 
This is My Life 709 Letters 730 
Finance and Commerce 721 Student Roundabout 733 
City Notes 727 Notes and Notices 735 





Cover: A British Airways Trident aircraft in flight over London. 





T 






w 


$ SC pp 5 
Š; 4 PETNE ik ES? ati, 


Sih CA XP Se ge 


Byatt ën at? vg ai 8 ZS a $ pri 
Be des EE Ce ee Ëss AC 


=~ tality distinguishing the new impost, which shares many of 
the features of a value added tax rather than of a profits 
tax. 

The Paymaster-General is to invite the oil companies to 
_ provide information about their current costs and estimated 
` future costs so that the Government can come to a decision 
_. about the appropriate rate of tax, to be written into the 
= spring Finance Bill. 
= The provisions of PRT are interlocking with those 
_ applicable to income tax and corporation tax. As might be 
expected, some of the approaches adopted owe their in- 
= spiration to the existing provisions enacted for extractive 
_ industry generally, such as the regulations found in the 
1947 SRO No. 947, still in force. The use of ten- or twenty- 
year writing-off periods is repeated to some extent, other 


but the cumulative pattern of the arrangements creates 
complexities which seem inappropriate if monetary in- 
flation is to continue at present rates. 

It appears to us that the effective return on capital 
invested may turn out to be too small to sustain the 
enthusiastic hopes which drew the first venturers into the 
North Sea. Perhaps it might have been a sounder concept 
for the Government to demand a proportion of physical 
output, and to let private industry and the State each make 
what profit they could from their share. 

The PRT seeks to create a tax base which cannot be 
eroded by expenditures regarded as ‘unsocial’ and may 
indeed be regarded as a prototype of the tax tentatively 
proposed in the Liberal Party manifesto to combat in- 
flation by disallowing outlays at variance with the social 
contract. The possibilities are intriguing. 
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ECLINING participation by 
Australian chartered accountants 
in the Institute’s professional de- 
a eng programme im 1973-74 
A has been a cause of disappointment 
` and concern to the Institute’s profes- 
` sional development committee. 
4 Due largely to a decline in support 
_ for these courses, a 1972—73 surplus of 
a ` $A8,139 became a deficiency of 
— $A20,320 in 1973~74. The scope of the 
` programme has been significantly 
` widened by arrangements made for 
` Australian Institute members to attend 
courses of the Australian Society of 
` Accountants, and by the proposed 
cement of package courses suit- 
able for use by firms for in-house 
A _ training. 
_ Australian Institute membership 
_ showed a net increase of 316 in the 
_ year to June 3oth, 1974, to a total of 
7,219. Nearly 70 per cent of the total 
E membership is concentrated in the 
` commercially-developed states of New 
` South Wales and Victoria. The most 
dramatic single category ef growth 
has been in the overseas membership — 
_ 526 members, or over 7 per cent of the 
total — which now exceeds the in- 
| digenous chartered accountant popu- 
| lation of the states of ‘Tasmania and 
Western Australia. 


expenditure being written off over anticipated useful life, 


- Australian Institute's 
‘Concern’ over POE 


Pass rates in the Australian Insti- 
tute’s professional examination are 
significantly higher than in comparable 
UK examinations, reachmg 84 per 
cent in 1973—74. Of the 871 candidates 
(740 successful), 429, or nearly half, 
came from the universities and another 
102 from colleges of advanced educa- 
tion. 


A letter to members from the Presi- 
dent, Mr E. H. Burgess, F.C.A.(AUST.), 
strikes a theme familiar to English 
ears: inflationary pressures, he says, 
have confronted the Council with the 
alternatives of curtailing services or 
increasing subscriptions. Subject to 
the approval by members of the neces- 
sary resolutions, subscriptions are to be 
raised by 30 per cent of the present 
figures, to $A78 for fellows and $A52 
for associates, with practising certi- 
ficate fees at $A58-50. A further 20 
per cent increase, it is forecast, will 
be required if the Institute is to 
maintain a break-even position in 


1975-76. 


Wage Restraint - or Fewer Jobs 


URRENT CBI publicity is direc- 

ted to the preservation of jobs 
rather than of incomes, the Confedera- 
tion’s Director-General, Mr Campbell 
Adamson, said last week. Speaking 
after a meeting of the CBI Council, 
he declared ‘We have simply got to 
persuade this nation, and all the 
employees of this nation, of the 
impossibility of making settlements 
above what is maintainable. There is 
already a bad situation, and the 
Government’s Employment Protection 
Bill is going to make it worse.’ 

The total package of this Bill has 
been condemned by the CBI Council 
as ‘totally unacceptable’, and damaging 
to industry if it were to be passed in 


anything like its present form. While 
many of the suggested employee 
benefits may in themselves be desir- 
able, the proposed. legislation is com- 
pletely unbalanced in favour of the 
trade union side, and would impose 
legal obligations on employers in 


areas which have traditionally been 


the subject of negotiation. 

‘Virtually all the proposals would 
lay new legal or financial obligations 
on employers, or provide new legal 
rights for trade unions and work- 
people. Many of them would provide 
for financial penalties on employers 
who do not comply, whereas no 
sanctions are proposed for trade 
unions or workpeople who abuse 
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them. The proposals for guaran- 
teed payments . . . will increase the 
temptation to take industrial action 
rather than seek a compromise’. 

Mr Ralph Bateman, M.A., F.C.LS. 
President of the CBI, spoke of the 
‘impossibility’ of its making any re- 
commendation on wage restraint which 
would be generally meaningful or 
acceptable to its members. People, he 
said, appeared not to realize ‘the 
horrible consequences if inflation con- 
tinues at its present rate, never mind 
if it accelerates’; yet when the TUC 
had encountered great difficulty, and 
the Government itself had taken no 
effective action, in promoting re- 
straint, it was difficult for the indi- 
vidual employer to make any signifi- 
cant contribution to the problem. 

He called also for a bipartisan 
approach by the major political parties 
to pension schemes; the present 
Government’s proposals were accept- 
able to the CBI, and he hoped that 
something would at last be established. 
The hitherto political approach to 
pensions had led to a vast amount of 
abortive work for companies and their 
insurers, and it was not in the interests 
of industry for this situation to 
continue. 








THE 
ACCOUNTANT ` 





s A 


The Royal Charter of Incorporation recently granted to The Association of Certified 
Accountants being exhibited to members and guests at the Association’s annual dinner and 
dance at Grosvenor House, Park Lane, London, last Monday. The President, Mr George H. 
Rees, F.C.C.A., ECLS F.T.I.l., is responding to the toast of the Association proposed by the 
Duke of Devonshire (seated /eft). 

Holding the Charter, which had been handed over earlier in the day, are Mr Roger Dudman, 
Secretary of the Association (/eft), with Mr F. Cameron Osbourn, M.B.E., the former Secretary, 
who was responsible for drafting the petition for the Charter and conferring with the Privy 
Council. 

The Lord Diamond, P.C., F.C.A., who responded to the toast of the guests proposed by the 
President, is seated right with Mrs Rees. 


Large Numbers for 
Schools Business Game 


NFLATIONARY conditions were 

reflected in the first round of the 
1974-75 Schools Business Game, 
sponsored by The Institute of Char- 
tered Accountants in England and 
Wales. Several teams reported paper 
‘profits’ in excess of £10 million, led 
by St Peter Port Grammar School for 
Boys (Guernsey), who convincingly 
won their heat with £16,163,000; 
there were others who went out with 
equally impressive losses. 

Among previous winners, The 
King’s School, Canterbury, lost to 
Nottingham High School and St 
Edmund’s College, Ware, to Round- 
hay School, Leeds. The current 
holders of the Institute silver challenge 


Dublin Dinner. — The Leinster Society of The Association of Certified Accountants held their 
annual dinner at the Killiney Court Hotel, Dublin, recently. 


Among those present were, /eft to right, Mr Des Carron, Chairman of the Dublin Branch 
of the Institute of Chartered Secretaries and Administrators, Mr David Leonard, President of the 
Leinster Society and Mr Tony Flynn, President of the Dublin and District Branch, The Institute 
of Cost and Management Accountants. 


During the evening certificates were presented to students of the Leinster Society who were 
successful in Section 5 of the Association’s June examination. 


shield, Taunton School (The Account- 
ant, May 9th) amassed Zo million in a 
good win over Rossall, Whitgift and 
Marton. 

Eighty-one survivors from the ori- 
ginal record entry of 309 schools go 
forward to the second round. 
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Channel Islands 
Integration 


HARTERED and certified ac- 
countants in Jersey have followed 
the example of their professional 
brethren in Guernsey (The Accountant, 
September 14th and December 14th, 
1972) in the formation of ‘The Society 
of Chartered and Certified Account- 
ants in Jersey’. Among the guests at 
the Jersey inaugural dinner last Satur- 
day were Mr J. P. Grenside, C.B.E., 
F.c.A., Deputy President of the 
English Institute, and Mr G. H. 
Rees, F.C.C.A., F.C.1.S., President of 
The Association of Certified Account- 
ants. 
Speaking at the dinner, Mr Rees 
suggested that, though two swallows 
might not make a summer, the two 


A Century Ago 
The Accountant 
NOVEMBER 1874 


Contempt of Court 


At the Liverpool County Court, on 
the 3rd Oct., application was made to 
Mr. Registrar Watson for a rule nisi 
upon John Mayor, of Byron-street, 
provision dealer, and Alfred John 
Richards, of Victoria-street, provision 
merchant, to show cause why they 
should not be committed for contempt 
of court... . 

This property [furniture and stock- 
in-trade] was accordingly seized by 
the receiver and a bailiff left in posses- 
sion. It appeared that on the day after 
possession was taken Mayor and his 
wife obtained entry to the house on 


the pretext that they wanted a change 
of linen, and they, a few minutes 
afterwards, on hearing a tap at the 
door, opened it and admitted some 
eight men, who were apparently acting 
under the directions of Mr. Richards, 


who was present. The receiver’s 
bailiff, after showing his authority to 
retain possession, and expressing his 
determination to prevent any removal, 
was then, by direction of Mr. Richards, 
seized by two of the men, and removed 
to an inner room, where he was con- 
fined for several hours until the whole 
of the property had been removed. The 
possession of the receiver being 
deemed to be that of the court, any 
attempt to disturb the same is a 
contempt of court, and the present 
application was for the committal of the 
parties implicated. 
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Channel Islands might offer a portent 
of closer links between the profes- 
sional bodies. 

“The last time we attempted an 
exercise in integration, he said, ‘we 
started at the top, at Council level. 
Here, and in Guernsey, you have 
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started at the grass roots. Is it too 
much to hope that what has happened 
here and in Guernsey may be a pattern 
to be followed by those of us across 
the Channel who are engaged in the 
conduct of the affairs of our respective 
professional bodies?’ 





125 Years of Price Waterhouse 


|; was in 1848 that Samuel Lowell 
Price was taken into partnership by 
another accountant, William Edwards, 
at 5 Gresham Street. This partnership 
was dissolved in the following year, 
from which time Price practised 
separately, being later joined in part- 
nership by W. H. Holyland and Edwin 
Waterhouse. 

Presiding at his firm’s 125th anniver- 
sary dinner in London recently, Mr 
Stanley M. Duncan, F.c.a., senior 
partner of the UK firm and chairman 
of Price Waterhouse International, 
welcomed a number of distinguished 
guests representing all sections of the 
community. Their broad range of 
collective interests was indicative, he 
said, of the accountancy profession’s 
role in society. 

“Today, many businesses are sub- 
ject to financial strain, and confidence 
has been impaired to the point where 
many of the avenues for raising finance 
are in practice not available on terms 
which make investment feasible. In 
these conditions, it is more than ever 
important that shareholders, bankers 
and the publicshould have confidencein 


the reports of auditors and in the skill 
and judgement of accountants, whether 
in practice or in commerce or industry.’ 

The toast of the firm was proposed 
by the Governor of the Bank of Eng- 
land, Mr G. W. H. Richardson, 
M.B.E., who said that Price Waterhouse 
had stood in the foremost rank of the 
profession for as long as he could 
remember. ‘PW’ and the other large 
international firms were performing 
an immense service to the profession 
and to the community at large in their 
training role of some 250 graduates 
each year. The firm also had a long 
tradition of service and influence in 
the councils of the profession from its 
earliest days. 

Mr Duncan’s toast to the guests was 
replied to by the Lord Mayor of 
London, Sir Murray Fox, G.B.E. 
There was a major need, he suggested, 
for accountants to explain the neces- 
sity for profitability in plain and simple 
language that would be convincing to 
the man in the street. 

Other distinguished guests included 
the Bishop of Southwark, the Rt Rev. 
A. M. Stockwood; Mr Kenneth Sharp, 





EE EH 


November 28th, 1974 


T.D., M.A, F.C.A. President of The 
Institute of Chartered Accountants in 


England and Wales; Mr N. C. Price, . 


Chairman of the Board of Inland 
Revenue; and the Rt Hon. Lord 
Shawcross, ¢.B.E., Q.C., Chairman of 
the City Panel on Take-Overs and 
Mergers, pictured opposite being re- 
ceived by Mr Duncan and by Mr 
Michael Coates, who will become 
senior partner in the UK next July, 
when Mr Duncan will devote the 
whole of his time as chairman of PWI 
~ a world-wide partnership of some 
930 partners in Bo countries. ` 
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New Guide to 


‘Company Reporting 


RADITIONAL methods of finan- 

cial reporting may 
rather than inform, the typical em- 
ployee or small shareholder. The 
language and style, though familiar to 
accountants and company manage- 
ments, are unfamiliar to laymen. 

With this in mind, the CBI this 
week released a new publication The 
Presentation of Company Accounts, 
produced in collaboration with Cam- 


confuse, 


° 709 


This booklet is not intended as an 
infallible recipe for the presentation of 
annual reports or public relations, but 
rather ‘to give some guidance in 
thinking about what it is that is being 
communicated, whom it is being 
communicated to, and what the ob- 
jectives are in communicating it at all’. 

Among the illustrations are some 
interesting examples of the develop- 
ment of bar and pie charts and 
‘Pictorial diagrams. Copies are available 
from CBI Print and Publications 
Department, 21 Tothill Street, London 


bridge Consultants (Training) Ltd. SW, price £1-50. 





THIS IS MY LIFE 


Just What They Said 


by An Industrious Accountant 


T’S odd how often unsophisticated outsiders misunder- 


stand the duties of a secretary/accountant during a long-- 


drawn-out directors’ meeting. Old Stephen, for example, 
our doorman in years gone by, imagined lurid double- 
dealing between Machiavellian capitalistic plotters and 
tended to ask me turtively whether anybody had been 
ruined this time. 

The kindly old lady who runs the tea-wagon, on the 
other hand, commiserates with me on a decidedly lower 
level, asking how on earth do I write down everything 
they’ve said since lunch-time, and shouldn’t I learn short- 
hand like her niece, Marlene, did? 

_A decade or so ago our talks were unstructured, argu- 


mentative and woolly, but we’ve progressed since. Every 


significant discussion is highlighted by multi-coloured 
charts on our big wall-board, and Scotty impresses all and 
sundry by shutting out light and running coloured slides 
of market trends on a screen. I think that Prinny snoozes 
through the longer sessions. 

Of coursé, Scotty is a born showman, as I once learned 
when I entered his room and found him rehearsing his 
assistant. Bertie was saying, ‘And then the actress said to 
the bishop .. ,’ and Scotty was cautioning him, ‘Dinna 
rush your punch-line, ye ken; juist let them wait for it’. 

Our personnel director is my biggest headache, on 
mature consideration. Prior to the meeting to discuss trade 
union demands he circulates a memo explaining wage 
levels and inflationary statistics, with a side-swipe at the 
coal miners, hospital assistants, Uncle Tom Cobley and his 
most disliked Cabinet Minister. When we convene, how- 
ever, he ignores his memo, branches off into the usual 
clutter of graphs soaring skywards, and endeavours with 
bluff heartiness sto trick the directors into giving him an 
ambiguous mandate. f re 


He rattles off several details of anticipated demands 


` including flexible time, treble pay for week-end clean-up, 


non-contributory pensions, and 20 per cent rises in pay 
scales, thus raising the hair on their heads in horrified 
anticipation. He quantifies each heading verbally, so we all 
scribble frantically for five minutes before the chairman 
requests a financial summary. 

So Prinny in turn scribbles costs for each heading on his 
chart, murmuring, “This one may over-run slightly’, or, 
‘Better foresee marginal variations here’, before finishing 
with a warning about flexible negotiating limits. If the 
chairman is off guard, he falls into this Gap and doesn’t 
insist on exactitude. , 

So next day Prinny castigates my draft minutes for 
omitting to record a contingency allowance for him. Six 
months later, the managing director will say angrily that his 
note says a maximum of so much, and who the devil 
authorized any variation? 
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All's Well That Ends Well 


The Financial Record of BEA 


by W. R. ANDERSON, F.CCA. F.C.LS., F.C.LT. 


At a time when the nationalized industries are being castigated by opponents 
of nationalization, a rev ew of BEA (British European Airwe ys Corporation) ` 


from 1946 to 1974 does not come amiss. 


RITISH EUROPEAN AIRWAYS, along with its 

sister corporation BOAC, was dissolved om April 1st, 
1974,.0n beinz formallv.trensferred to the British Airways 
Board. The Board, createc in 1971, had been exercising 
control over the activities.cf both corporations since April 
ist, 1972, and in the two years prior to April 1974 had 
progressively, transferred a number of activities from the 
corporations to its direct ecntrol as part of the new British 
Airways. organization, . ; 

; Publication of the Boite? Kc SE Sat: accounts 
for the year’ ended. March: 31st, 1974, containing as they 
do: the last accounts- of the two air.corporations, provides 
an opportunity. to. look ,at BEA. from a financial point of 
view over the 28 years of its existence. à 

. At the time..of its dissclution, BEA had: accumulated 
reserves totalling. 9-5 millon and was utilizing net assets 
amounting to £180:million; traffic revenue in the. final year 


was of the order of £208, million. For. 16.of its past 


20 years, BEA had made m dest net profits — no mean feat 

- for an airline operating precominately short-haul services — 
particularly as these profits were after charging interest 
on its loan capital. 


The formative years 


Since its formation in August 1946, BEA paid Dron 
million in interest to HM Government (this figure includes 
£6 million ‘dividend’ on the interest free.advances made 
. during the past two years by British Airways), and re- 
éeived financial aid from zovernment on two occasions. 
First was in the form of deficiency grants for the-years to 
1954, which amounted in all to £16 million; the second (in 


1969) was a capital reconstruction which relieved BEA of : 


` its liability to repay £25 m_llion of loan capital. This sum 
was placed in a special acccunt for transfer by instalments 
to the profit and loss account over a period of four years; 

` it represented the amount n2cessary to compensate BEA for 
government refusal to allow it to purchase the aircraft of its 
choice. 

“From 1954 onwards, BEA’s average return on mean net 

assets was of the order of 6 per cent. This rate rarely fell 

‘below 4 per cent, and only exceeded ro per cent in its 
final year. 


From the Ser BEA set out`to, GE a state of 


ptofitability -as soon as possible, while at the same time 


develcping a network of EE efficient scheduled ` 
air services, 

Urti 1954 it-had to rely mainly on two aircraft types, the 
Vickers-Armstrongs Viking and the Douglas DC3. The 
Viking. an interim passenger aeroplane developed from the 
wartime Wellington was in service with BEA until October | 
1954; the DC3, designed much earlier than the Viking, was 
to comtinue in service for a further seven years. Both 
aircraft types were modified by BEA during their service to 
increase their seating capacity. Replacement of these air- 
craft ky types more suited to BEA’s . ‘requirements was.an. 
early consideration. 


Sy 


New oat 


In. 1938, BEA ordered 20. > Aicepted deeg aireraft 
for service-in 1951, and later.in 1950 ordered 20 Vickers 
Viscorat 7o1s:— the world’s first turbo-prop airliner fleet. 
The Ambassador, rechristened the.Elizabethan, eventually 
entere= service In. 1952, a year later than planned; the 
, Viscov rt arrived on time'in.1953. By the end of March 1955 ` 
these two types, each with a'seating capacity: for 47 passen- 
gers, vere earning over 70 per cent of BEA’s traffic revenue. 
By March 31st, 1955, BEA’s net assets amounted to 
£17°5 million, compared with £3:5 million at the end of its 
first fizll year in 1948. This increase reflected the investment 
in new aircraft and in the new engineering base at Heathrow 
.airpor. Trarfic revenue had risen from £38 million to 
£16-6 million, of which 78 per cent.came from the opera- 
tion ci international services. This increase was achieved in 
the face of competition from foreign airlines-and.surface 
transp=rt, and during a period when United Kingdom 
residents were subject to restrictions on foreign exchange, 
for travelling purposes. Within the. United Kingdom, - 
compefition came mainly from. surface transport. . 
BEA. was now carrying 1-9 million passengers — 1 million > 
on international services and 900,000 on domestic routes. 
Reven-e per load ton mile had fallen since 1948 by 7 per 
cent tc 26-1p, while the cost per. capacity ton mile had been 
halved to 17-3p. These reductions in the revenue yield and 
in the pperating cost occured in a period when the price of 
consur-er goods and services increased by some 30 per cent. 
In <ne-last of- these formative years, BEA made its 
-breakt-rough into profitability with an overall net profit of 
Aer? EE at March 31st, 1955, it carried forward 


November 28th, 1974 


a debit balance on profit and loss account after deficiency 
grants, BEA had shown that with enterprise and irinovation 
it could operate short-haul scheduled air services on a 
profitable basis. A new phase in BEA’s progress had 
commenced. 


Viscount era 
The first six years of this era were successful ones for BEA, 


and by March 1961 it had accumulated £5-3 million in ‘ 


reserves; its net assets (including £19-5 million on aircraft 
under construction) had increased to {65-2 million. Its 
fleet of Viscount 7o1 aircraft — augmented later by the 
Viscount 800 series — together with its fleet of Elizabethans, 


had established BEA as Europe's foremost airline; at home - 


the Pionair (the modified DC3) popularized air travel on 
domestic services. In anticipation of foreign competition 
‘from pure jet aircraft, BEA had, in 1956, initiated a re- 
quirement for a short-haul jet airliner, which culminated 
in August 1959 in an order being placed for 24 Dor 
aircraft for service in 1964. These aircraft were to be 
known subsequently as Trident 1s. In the meantime, to 


meet i increasing jet competition on its international routes, - 


BEA found it necessary in March 1958 to order six De 
Havilland Comet IV aircraft for service in 1960. 

The pattern of profitability was interrupted in the two 
` years ended March 31st, 1962 and 1963, when losses of 
£15 million and £1 million were incurred after remunerat- 
ing the capital invested. These losses were due to a deteriora- 
tion in the growth of international traffic coinciding with the 
‘greater seating capacity of the Comet and Vanguard fleets, 
and the costs of introducing new aircraft into ES 
airline operations. 


In each of the next three years BEA was back on a: 


profitable basis and by March 1966‘its reserves had been 
replenished to stand at {5-7 million. However, in view of 
the -substantial introductory costs. associated with the 
Trident, BEA had decided two years earlier. to capitalize 
these costs and write them off over the firstfew years of the 
aircraft’s life. Expenditure deferred in this manner 
amounted to {2-6 million at March 31st, 1966. 

. Traffic revenue had increased to {74-2 million in 1966 
‘from £166 million in 1955, while the revenue yield per 
load ton mile at 26-4p remained virtually unchanged. Cost 
‘per ‘capacity ton mile was reduced by 10 per cent to 15-6p 
over a period when the general level of prices rose by 37 
per cent. 


By 1966, ° scheduled: domestic. services accounted for ` 


.26 per cent of all traffic revenue compared, with 22 per cent 
11 years earlier. Although 3 million passengers were now 
being carried on these services, and in spite of the higher 
load factors achieved, BEA was still faced with the fact 
that domestic services as a whole were not profitable. In 
the year ended March 31st, 1966, the loss on these services 
amounted to £1-6 million, whereas the international services 
with 3-8 million passengers made a profit of £2-9 million. 
Although domestic services were unprofitable a change in 
-government policy now permitted a limited amount of 
‘competition on these routes’ from independent British 
operators. The era saw the end of BEA’s long-held in- 
terests in Aer Lingus and Alitalia, and the commencement 
of its investment in Cambrian Air Services Ltd and BKS 
Air Transport Ltd —.two British. independents not in 
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competition with BEA. It a saw BEA’s entry into the 
package holiday market. ° 

-The period 1966-1974). ee as it did in the 
airline’s absorption into the British Airways organization, 
was a critical one for BEA. It began with problems over 
aircraft procurement arising from the refusal in 1966 of the 
government to allow BEA to purchase American aircraft. 
The subsequent delay in placing orders for British aircraft 
undoubtedly had an adverse effect on its commercial 
position. 

‘This point had been ‘recognized by HM Government at 
the’ time of its refusal when it promised to take steps to 
ensure that BEA would be able to operate as a fully com- 
mercial undertaking with the fleet it, acquired. This pledge 
was fulfilled with the passing of the Air Corporations Act 
1969 and the resultant capital reconstruction. The £25 
million reduction in capital liabilities was transferred by 
annual instalments to profit and loss account over a four- 
year period to 1972. 

Within BEA it wan a time for change. The size of the 
airline (assets £118 million and staff 20,600 at March 31st, 
1967), together with increasing. competition in the civ'l air 
transport market, “necessitated a review of the management 
organization — a review which in November 1967 set BEA 
on the road towards a divisional structure. The most im- 
portant event of this period was undoubtedly the setting up 
of the Committee of Inquiry into civil air transport which 
was to lead in 1971 to the creation of the Civil Aviation - 
Authority, formation of the British Airways Board, and the -: 
emergence of a ‘second force’ airline (British Caledonian) 
to compete with the nationalized airlines of the British 
Airways Board. 


Profitable progress 


BEA continued its profitable progress nil the year 
ended March 31st, 1968, when it incurred a loss of {1-8 
million. That year marked the end of a five-year period for 
which a target return of 6 per cent on mean net assets had 
been set by the government; BEA achieved a return of 5-7 
per cent in spite of the loss in the fifth year. 

The next four years to March 1972 were those which ` 


- included the £25 million transfer from special account. 


These were profitable years, even though provision had 
to be made for the losses of its regional subsidiaries in 1969 
and 1970 totalling £4-3 million. The target return set by 
the government for the four-year period was 8 per cent; 

BEA achieved 6-4 per cent. ` 

The year to March 31st, 1973, was not a profitable one. 
BEA incurréd a loss of {1-2 million, which included the 
£17 million loss of the predominately domestic services of 
the Channel Islands and Scottish divisions. These divi- 
sions, previously an integral part of BEA, came under the 
control of the Regional Division of British Airways during 
this year. - 

In its final year, BEA made a profit of £6- 7 million; this 
was not comparable to the results of previous years, . be- 
cause BEA was no longer bearing the losses of regional 
services. British Airways accounts show that these amoun- 
ted to {1-2 million, being the losses of the Channel Islands 
and Scottish divisions totalling {1-8 million, offset by the 
profit of {0-6 million made by British Air Services. 

‘The profit of £6-7 million was also after charging some - 
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LA million in-extraordirary items to bring BEA account- 
ing policies into line with -hose adopted by British Airways. 
‘Against an increase in the general level of prices since 1966 
of 68 per cent, BEA’s urit cost of 21-6p per capacity ton 
‘mile had risen by only 38 per cent. On the other hand, the 
‘increase of 50 per cent in its revenue yield, now 39°5p per 
-Joad ton miie, was. more in‘line with inflationary trends. 
-Both unit cost and reverue yield were influenced in the 
final-year by the exclusioa of the predominately-domestic 
regional services. 

` By March 1974.BEA’s passenger-carrying fleet consisted 
‘of Gr Trident- aircraft ard 18 Super 1-118. Most of its 
Vanguards were still-in service after being progressively 
‘converted for duty as fteighter aircraft. Viscounts, no 
‘longer under. BEA. contrcl, were still in service with the 
‘Regional Division of British Airways. Apart from ‘heli- 
copters in the later years and the DC3 in the early years, 
-BEA bad operated British aircraft. However, in 1972 it 

- placed an order for six Lockheed Tristars — wide-bodied 
‘aircraft powered: by Rolls- Royce RB 211 engines — for 
-delivery in 1974. Entry into service of these aircraft will 
open up a further chapter n the progress made by Britain’s 
‘nationalized airline i in the sphere of short-haul air transport. 


i 


‘Helicopter operations 


‘BEA pioneered scheduled helicopter DH and as far 
bach as June r950 operated the world’s first regular heli- 
‘copter’service. In 1964 it formed a wholly-owned subsidiary 
‘to take.over the activities of-its helicopter unit originally 
‘set up by BEA in 1947 to undertake research on helicopter 
‘flying. This company, which has been operating scheduled 
` services between Land's Ead and the Scilly Isles since 1964 
and providing support to the North Sea oil rigs since 1965, 
is now a profitable divisior. of British Airways. 
© Although conflict between purely commercial considera- 
‘tions and the ‘national interest are bound to occur’ from 
‘time to time, there is no doubt as to whith should prevail. 
!Quite’apart from the overrfling national interest, it must be 
‘remembered that it is the State which makes the investment. 
In consequence, as the. sole owrier, the State is obviously 
‘entitled to!ensure that thz policies followed do not ad- 
versely affect is ‘other interests. However, as long ‘as the 
‘prima facie criterion of tae efficiency of a nationalized 
‘industry is its ability to operate profitably, it must be 
permitted to act.on a commercial basis — even if this 
necessitates some: form of. compensation for putting the 
national interest above pu-ely. commercial considerations. 
Operating on a commerzial basis facilitates comparison 
‘with other enterprises, particularly those in the same 
market; but above all it dozs tend to lead to higher stand- 
ards of management perfo-mance. The profit target once 
‘achieved provides a powerful boost to the morale of. the 
‘staff in the industry; it also reduces the volume of unin- 
formed criticism. BEA’s commercial considerations were in 
-conflict with the national interest in 1966 when it wished to 
purchase fixed-wing American aircraft; this was recognized 
‘by the government, wher. its refusal was followed by 
financial compensation, 
One of the features of British democracy i iš the extent to 
i which ‘nationalized industries and the policies affecting 
them are debated- publicly. BEA was openly critical of the 
‘change in government policy on route licensing during the 
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sixti<3 which led to competition from independent British 
operators on its scheduled domestic services; these services 
had always been unprofitable, and in BEA’s view com- 
petiton would add to their general unprofitability. This has 
in fect been the case. Many of the independents who 
looked forward to providing competition on these routes 
are sow either out of business or have cut back their 
services. 


Success 


On the basis of profitability, BEA can be considered a 
nationalized success — it never made substantial profits but 
it wa able to transfer a small reserve to British Airways when 
it w= dissolved: The ability of BEA to operate scheduled 
short-haul air services on a profitable basis was undoubtedly 
due -n the main to the quality of its top management 
and t the stability of leadership at chairman level. 

BEA was indeed fortunate in having Lord Douglas of 
KirtEside as its chairman from 1949 until his retirement in 
1964 — a 15-year period in which the airline was moulded 
into = profitable undertaking. He was followed in turn by 
successive chief executives; first by Mr A. H. (later Sir 
Anth=ny) Milward until his retirement in 1970, and then 
by M- H. E. Marking until 1972 when he was appointed 
group managing director of British Airways. 

A contributory factor to financial success was the 
avoidsnce of wasteful competition on international routes. 
This vas achieved by entering into commercial agreements 
with veciprocating airlines to regulate capacity and schedules 
to r=et the market requirement. This rationalization 
offers passengers and shippers a better spread of services, 
and <nables tariffs to be kept lower than they would 
other~ise be. 

Suen agreements do not eliminate competition between 
the zrlines which are parties thereto. The volume of 
traffic actually carried by each airline. determines its 
barganing position when schedules are renegotiated in 
advarxe of each summer and winter traffic period. 

Ths volatile nature ofthe civil air transport market, 
readil; influenced as it is.by any political uncertainty at 
homer abroad, will continue to present a challenge to the 
short-haul operator. British Airways is well equipped to 
meet ._ais challenge because the spirit of the old BEA lives 
on in _ts European and Regional divisions. 


BEA — SELECTED STATISTICS 


Year erzied March 31st 1948 1955 1966 1974 
‘Net assets fmillion 3-5 - 17:8 98:5 180-2 
Traffic avenue .. £million 3-8 16-6 74-2 208-0 
Interest on capital ' 7 
` borr=wings Emillion 02 “65 45 10-1 

Net pt (loss).. £million (3-6) . -06 13 6-7 
Return on mean aa 

net a sets per cent — 3:9 6-4 10-4 
Passen: 2rs millions 5 19 6-8 8-7 
Reven per LTM pence 28-1 26-1 26-4 39-5. 
Cost pe CTM pence 348 173 156 21-6 
Overall Ibad factor percent 623 | 64-7 60-2 56-7 
Average sector . 

distance miles © 148 230 320 449 
Averace number ; 

of erraloyees .. 7,249 9,112 18,790 23,608 
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Life Assurance and Inflation 


NW view of the current rate of inflation, it is most unlikely 
that premiums paid towards life assurance policies are 
keeping pace with the increase in the cost of living. In 
other words, the. benefit received at the end of the contract 
in return for a premium paid today could well Jave less 
purchasing power than the premium. 

Thus those who take out life assurance today are doing 
so either on the basis that there is really nothing better 
on the market with the same security, or because they feel 
that, ultimately, the rate of inflation must be reduced. 

To give some idea of the position, a paper presented to` 
the Institute of Actuaries’ Students’. Society in February 
1974, examined the position in connection with policies 
which became claims in 1973, ‘basing its calculations on 
figures in the life assurance survey published in The 
Economist. This survey compared the benefits paid in 
1973 under profit-sharing policies issued by. different 
offices in return for the same annual premium. 

In the actuarial paper, the premium paid in each year 
was recalculated in terms of its purchasing power in 1973. 
For example, a premium paid in 1950 was increased by the 
consumer price index in-1973, divided by the index in 
1950. The amounts payable under the policies in 1973 
were then expressed as percentages of ne total recalculated 
premiums. 


This showed that, for death benefits paidin 1973 under ` 


whole life policies which had been in force for. 40 years, 
the benefits ranged from 162 per cent of premiums for the. 
best office to 78 per cent for the worst. For maturity pay- 
ments in 1973 under 25-year endowment assurance policies, 
the range was from 143 per cent to 85- per cent 


is no doubt that, were the exercise to be repeated in 1974, 
the results would be significantly worse in view of the 
increased rate of inflation. 

Nevertheless, various points bee to be borne in ad 


In the first place, normal tax relief could be claimed in ` 


respect of the premiums. Secondly, high life cover was 
provided under these policies from the outset and, although 
no claim was made, that cover has to be paid for. 

From the above it can be seen that, for payments made 
in 1973, the return from, an average office, allowing for 
changes in the value of money, represented a very low 
yield unless tax relief was taken into account. ` ` 


Equity-linked schemes 

Some years ago, there were plenty of people who thought 
that policies linked to equities or property would more 
than keep pace with inflation in the years ahead. The 
sharp drop in the value of equities, and also many property 
funds, has shown that this was a wrong assumption. It 
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is now clear that equity and property-linked contracts 
cannot be expected to compensate for inflation — at least 
in the short term. 

This- has resulted in traditional profit-sharing policies 
returning to favour, since they can smooth the effects of 
changes in interest rates and in market values. The claim 
value of a profit-sharing policy at any time cannot decrease 
since reversionary bonuses, once declared, cannot sub- 
sequently be withdrawn. 

Lifé assurance offices cannot provide a satisfactory answer 
to inflation. While some measures have been introduced, 
so as to try to help the situation, they do not really solve 
the problem. For instance, an increasing number of 
offices are now giving new policy-holders the right to 
arrange further life assurance in the future, without further 
evidence of health being required. 


Current rate charged 
While there is no doubt that this form of “guaranteed 


_insurability’ can be helpful, all too often there is no 


guarantee about the level of premium which will be charged 
for any extra assurance which is arranged in the future. 
In practice, on many occasions, a life office simply charges 
the rate current at the time for a first-class life for the 


-policy-holder’s age when the extra assurance is actually 


arranged. ‘Thus the only ‘risk’ which the life office is 
taking at the outset is that the policy-holdér’s health may 
deteriorate seriously before the extra cover is arranged. 
But, naturally, allowance for this is made in the premium 


charged, which is rather higher than for a policy without 


` this option.. 
Those figures make far from i inspiring reading, and there, _ 


This arrangement, therefore, provides protection against 
inflation only to the extent that it ‘tops up’ the life cover 
which previously has been eroded by inflation. In no way 
does. it protect the ‘purchasing power’ of the premiums 
previously paid during the period of the policy. ; 

Payment of the extra premium when the additiònal life 
cover is arranged should not be too serious since, pre- 
sumably, the policy-holder’s earnings will have increased 
as a result of inflation. On the other hand, this. does not 
necessarily mean that a policy-holder’s net earnings after 


‘tax will have increased at the same pace as inflation. 


The actual premium rate for this additional assurance 


-is likely to be appreciably higher than for the original 


policy. This is due to the fact that premiums are higher 
for the older ages at entry, and also the term of the policy 
will be shorter than the original policy if both contracts 
are to mature at the same date. 

Life offices could design traditional whole life or endow- 
ment assurances so that the sums assured would increase 
at predetermined rates, at predetermined intervals. This 
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is very much the same as providing ‘guaranteed insurability’ 
on an automatic basis.. Fut, for the reasons mentioned 


ACCOUNTANT. 


above, the premium would i increase at a faster rate than the 


sum assured. 
In much the same way a contract could bè designed 
under which the sum assured increased from time to time 


in line with inflation. Here again, an assured would not be’ 


protected from the consequences of inflation, because the 
premium would be related in the normal way to whatever 
happened to be the sum ascured in force from time to time. 
As with a policy providirg .a predetermined rate of in- 
„crease in the sum assurec, the premium would: increase 
more rapidly than the sum assured. 


No solution 


Neither of these types of contract with increasing sums 
assured, therefore, provides a really satisfactory solution 
to the problem of adapting life cover and premiums to a 
high rate of inflation. There is also the drawback that a 
policy on that type of basis would not rank as a qualifying 
policy, since increases in the premium would occur during 
the, final years of the policy period. That, of course, need 
not be looked upon as an insuperable obstacle since, 
presumably, the life offices could negotiate with the 


Inland Revenue if there seemed to be a really good case for- 


contracts to be issued along these lines. 

So far, the public does not seem to appreciate that there 
is no sound way in which sremiums and the sum assured. 
under a policy can be linked to the cost of living unless 
_ investments are available whose value is linked to the cost 
of living. Unfortunately, no such investment exists at 
present, and it appears that it could only be provided by 
the government. 

Were such an investment to be availble to life offices, 
both the sum assured and premiums for a policy could be 
expressed in terms of units of investments linked to the 
cost of living. In this event. both the sum assured and the 
premiums would increase „n sympathy with the increase 
in the cost of living. 

Naturally, not only the sum assured would increase, 

_ but also the premiums. If, however, level premiums were 
` payable, there could be linking with the cost of living, 
in the same way as, at present, contracts are linked to 
units in equity, property or managed funds. Should a 
contract be arranged on those lines, a continued increase 
.in the cost of living would have the result that, although 
the premiums payable would be level in terms of money, 
they would reduce in terms of purchasing power. From the 
purchasing power point of v-ew, the sum assured, therefore, 
would reduce. 

There is no point in getting too excited abaut an invest- 
ment fund linked to the ccst of living. In the first place, 
it is most unlikely that it would be provided for the life 
assurance industry, since it would create unfair competition 
with forms of saving which were not eligible tò use this 
type of investment. Furthermore, to make such invest- 
‘ments readily available would be a very serious step. At the 
very least, the effect on the economy which such a move 
would have cannot be foreseen. 

If, therefore, one thinks ia terms of conventional annual 
premium. contracts (with no guarantee that they will 
‘match inflation), it is the prospects for investments which 
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will t= made over a period in the e which are import- 
ant, end the current situation has relatively little signifi- 
cance: 

Basically, there is a choice between a non-profit contract, 
a proit-sharing policy, or a policy linked to equities or. 
prop=ty in one way or another. 


Caut ous Sëch 


On ti face of it, one might think that a See policy 
has most te offer, since it is guaranteed and the benefits . 
do nct depend on investment conditions in the future. 
Here, however, it is important to remember that life offices 
are cautious. Thus current premium rates for non-profit 
policies are not based.on the assumption that current rates 
of int=rest will continue in the future. Since: guarantees 
are bemg provided, current premium rates for non-profit 
policies assume that there will be reductions in interest 
rates :n the future. 

Tha, of course, is the correct attitude for a. life- office. 
But it means that anyone who does not think that there 
will b+ a material reduction in interest rates in the future 
would be unwise to take a non-profit policy, if thinking in 
terms of investment return. 

All she indications are that a with-profit policy is likely ` 
to be more satisfactory. If such a policy is taken and 
interest rates fall, this does not necessarily mean that 
reversconary bonus rates will be cut in the same way. | 
This © because the profits which make up bonuses come 
from Ae yield on the life fund as a whole. Naturally, 
this wll fall less rapidly than the yield on new money — 
at whch premiums under investment linked policies are 
invested. 

Alsc, terminal -bonuses should fluctuate less than the 
marke: value of investments. And an added advantage, 
which=s not enjoyed by those with equity-linked policies, 
is that bonuses benefit from the investment income-received 
from Ce freé reserve fund of a life office. 

In view of the fact that equities are at such- low levels; 
it coull be argued that this is the right moment to start 
an equity-linked policy. This should not be ruled out 
altogether, and certainly this type of policy has advantages _ 
for ansone who considers that interest rates will remain 
high aad that investment values will not suffer from lack of 
confid=nce. The possible drawback to this type of contract 
is that the value of the policy is exposed to the volatility 
of shame prices, and there is no ‘cushioning’. 


Consistent bases 


For arvone not prepared to take risks of that kind, here 
is no doubt that a profit-sharing policy provides much 
greater stability..The financial strength of a life office 
depencs on the values of its assets and ‘liabilities, where ` 
these zre determined on bases which are consistent with 
each oher. Where there is suitable matching of assets and ` 
liabilites, should assets reduce because of an increase in 
the rat= of interest, there should also be a reduction in the 
long-term liabilities of the office, because a higher rate of . 
interes: can be assumed for the future, 

To ate, it is reasonable to assume that most of the 
reduct>n in the market value of assets held. by life offices 
is due simply to the increase in market rates of interest. 
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< Capital Transfer Tax 


Accountants’ Submissions to the Inland Revenue 


A E to the Chairman of the Board of Inland Revenue.on the White Paper 

` Capital Transfer Tax (Cmnd 5705) submitted on behalf of the Councils of the constituent 
members of the Consultative Committee of Accountancy Bodies — The Institute of 
Chartered Accountants in England and Wales; The Institute of Chartered Accountants of 
‘Scotland; The Institute of Chartered Accountants in Ireland; The Association of Certified 
e The Institute of Cost and Management Accountants; and. The Chartered 


ri 


1. Retrospective Legislation 
VW begin this memorandum by repeating our objections to 
retrospective tax legislation. 
2. Although the tax was announced by the Chancellor of the 
Exchequer in his Budget speech on March 26th as taking effect 
as from that date, and in spite of two subsequent statements by 


the Financial Secretary to the Treasury, no firm details of the ` 


tax, except for the somewhat ‘belated White Papers, have yet 
emerged, 

3. We repeat a previous submission that if the Government 
of the day finds it necessary to give notice of future legislation 
to be made effective from the date of the announcement, a 
detailed draft of the legislation should be published immedi- 
ately, even if enactment is postponed. This procedure would at 
least let taxpayers know where, they stand and would provide 
an opportunity for more informed | comment than is now 
possible. 

We emphasize our view that the mischief of retrospective 
legislation is not avoided by a quasi-legislative ministerial 
announcement in the most general terms. ° no; 


4. Justification of the tax 


The White Paper makes no argument in favour of the new tax. 
We consider this a serious omission in introducing yet a further 
tax revolution which is likely to throw immense new burdens 
‘both on the Revenue and on taxpayers’ professional advisers. 


THE WHITE PAPER: PRINCIPLES 
5. Threshold and rates for tax 


We regard the starting point of £15,000 as far too low and the 
proposed rates as far too high. ‘This view is supported by our 
examination of the: rates operative for similar taxes (in the 
context of total tax burdens) imposed by other Western Euro- 
pean countries and, in particular, member countries of the 
European Economic Community. 

In our view an inadequate study has been given to the past 
effect of death duties on the UK national and regional economies 
so far as concerns both irivestment and employment. It appears 
illogical to subsidize new investment on the one hand, and on 


the other to levy tax on the investment at its gross value in the- 
event of the proprietor’s death: We submit that further con- 


sideration should be given to this point. 


6. Absence of allowance for consanguinity 


The proposals have no regard. to the taxable capacity of the 
Beneficiary nor to his GEET with the donor or settlor. ` 
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.In our view those beneficiaries closely related to the donor — 


in particular, direct descendants ~ merit a considerably lower 
rate of tax than others. In saying this, we have in mind that the 
proposed rates of tax are likely to lead to the break- -up of family 
firms and businesses. In the case of gifts ‘to minor children on 
death, the exemption limit should be See at a figure which is 
reasonable in the light of the costs of maintenance and education, , 


7. Relationship to the capital gains tax 


Consideration should, however, be given to the inter-action 
of the capital gains tax and the capital transfer tax. We consider 
that the principle by which transmission on death does not 
constitute a chargeable disposal for capital gains tax purposes, 
should equally apply to transmission by gift inter vivos, As 
valuations play a very considerable part in both the capital 


transfer tax and capital gains tax (and also in the proposed 
` wealth tax) it seems essential that a common basis of valuation 


should apply for the purpose of all three taxes. 


` 8. The need for indexation 


We consider that the legislation should provide for automatic 
indexation, in accordance with an appropriate index, of the 
‘slices’ for fixing the rate of tax, the respective rates, and also 
the various exemption limits. This will then give some protec- 
tion against the corrosive effect of inflation. 


9. Basis of computation of tax 


In our view it is inequitable to base the tax on the value of the 
gift plus the tax. If a prospective donor has a substantial asset 
such as a farm which he has worked or a business which he has 
developed, he will in any case need substantial outside resources - 
to pay the tax, even if it is based on the value of the gift. T'o base 
the tax on the value of the gift plus the tax demands very sub- 
stantial outside resources which may not be available. The opera- 
tion of the tax in this manner could result in the inability of the 
donor to give such assets to the members of his family. The tax 
should be ‘based on the value of the gift and no more. 


10. Treatment of agricultural land, .woodlands and 
certain business assets 


We consider that agricultural land which i is owner-occupied for 
bona fide agricultural purposes should continue to receive the 
45 per cent reduction in tax. Otherwise there is likely to be a 
considerable fragmentation of the ownership of such land, with 
all its undesirable effects. In the case of land held for investment 
only, we consider that the present relief should be tapered off 
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over a period of, say, ten years in order to minimize disturbance 
to the land merket. 
We make similar submissions for business assets. On the 
- subject of wocdlands, we ccnsider that the necessity for long- 
term planning in growing timber calls for special treatment. 


11. The wealth tax 


We liave not considered any possible repercussions a E 
tax may have on the tax now under consideration. 


a i THE WH TE PAPER: 
A DETAILED CONSIDERATION 
12. Settlements and will trusts existing on’ 
l March 25th, 1974 ; 
We are concerned about the element of velvospeccion which is 
‘involved in the application of the tax to settlements made more 
than seven years prior to Merch 26th, 1974. Such settlements 
would, under "he existing law, have escaped aggregation on 


deaths on and after that date. We submit that the trustees of - 
such settlemenss should have 1 period of, say, five years in which . 


either to apply to the Court for permission to vary the settle- 
ments under the Variation of Trusts Act or to vary under the 
‘terms of the settlement, ani that such -variation should be 
_ deemed to date back to March 25th, 1974. We make a-similar 
submission in regard to ‘will trusts in existence at March 25th, 


`: 1974. 


13. Revenue powers of inquiry 

We await the pzoposals in the forthcoming Finance Bill regard- 
ing the Revenue powers of irquiry and investigation into tax- 
payers’ affairs, It seems clear zhat these will of necessity extend 
over the whole of a taxpayers’ adult life. Iti is essential that they 
should not be oppressive. i 


14, Husband and wife: 


We note the intention to exempt’ gifts between spouses and ` 


property left by one to the other on death. We assume that this 

exemption will apply both to outright gifts during life and 
` capital transfers on death and o settlements of a life interest. 

We also think that there are cases where the proposal not to 


in the UK at the time of receip- may lead to undue hardship. We 
think that further consideraticn should be given to this point 
in view of the number of mar-ied couples, of which one party 
is of overseas dcmicile, now dwelling in the UK. 

There is one area of the proposed tax which warrants further 
consideration in regard to spouses. On the assumption that the 
estates of husband and wife are equal and that each leaves a 
life interest to the other, ‘the eflect of the exemption of transfers 
between them from CTT is to increase the burden of tax overall 


except in the cas2 of the very rich. 
The following examples illustrate this: 

‘Estate Estate ` CTT on Per-. 
of of - Total second centage 
first ED second ED ED death increase 
spouse spouse only under 
to die to die f . CTT 

£k £ £~ € E oo 

20,000 — . 20,000 1,250 1,250 4,750 280 

: 50,000 ` Don 50,000 | I1,750 17,750 28,250 , 59 

100,000 29,00C 100,000 “27,250 66,250 84,750 28 


1,000,000 673,50¢ 1,000,000 6&4,750 1,358,250 1,289,750 (5) 


“45. Basis of liability 


g 


We assume that the position of ‘those government securities - 


which are at present not subject to estate duty, if held by persons 


ER ACCOUNTANT RW E 


apply such an exemption where the recipient is not domiciled - 


Novanber 28th, 1944 


denies led overseas, will not be affected by the ere to 


“ subjes: all assets in the UK to the capital transfer tax. 


16. Exemption of small gifts 


We bave a number of recommendations eet we summarize 
as folicws: 

(a) We considér that there Sot be an og for gifts to 
my one person in any one year — which period is not 
Jefined in the White Paper. In-‘the:case of spouses, any ` 
exemption amount unused by one spouse should accrue for 

" "be -benefit of the other. 

(b) = Zn the case of gifts made out of i income, forming part of | 
tae donor’s normal expenditure, the interpretation of income . 
Ed section .37 of the Finance Act 1968 should continue for 
Ai annuity contracts entered into before the Finance Bill 
E-corporating the provision, if the new tax receives the | 
Royal Assent. 

(c) Wedding gifts. We consider that the exemptions for wedding 
gifts should be no less generous than those laid down in 
section’ 36 of the Finance Act 1968. It is common for a 
ferent, or close relative, on the marriage of a child to. 
provide the deposit on the couple’s house. Having regard 
ta the present cost of houses, £2,500 is scarcely enough to’ 
cu this and £1,000 is totally inadequate. We consider that 

‘scch perfectly proper expressions of natural love and 
a=ection should be adequately recognized in fixing these’ 
exemption limits. If the gift on marriage is made by a 
perent, we consider that the exemption limit should be 
{£.=0,000. 

(d) Fe submit that further BEE should be given to 
tk= proposal not to‘apply the small gift exemptions ‘to gifts 
oat of settled property. There seems no valid reason for 
such an exclusion. 


17. Qu ck succession relief ` 


We sutanit that the principle of quick succession relief SE 
in sectim-30 of the Finance Act 1968 for estate duty should be ` 
Cartied over into the capital transfer tax. 

18. Reverter to disponor’ 


We sukmit that the present ‘relief from estate duty should i in” 
such ciscumstances continue with the new tax. 


19. Paxment of tax ` 
The Esate Duty law contains provisions for relief if the prin- 
cipal vate of securities exceeds their realized value if they are 
disposec of within 12 months of death. We consider that there 
should ko a similar relief under the proposed tax. 


In the case of gifts of: 
(i) R=al estate; l 
G) Unquoted shares; . 
(iii) Leasehold estate or intérest in ina 


(iv) Arty property which is presently treated as personalty for 
estate duty purposes by reason only of being held on trust: 
for sale; or - i i 


` (v) A business or an interest in a a business; 


we subt that the same instalment option should be given for 
the payr-ent of the tax as is presently given for the payment 
of estate duty and for capital gains tax. 

We co-sider that it should be possible to combine the notifica- 
tion of gts with the annual return of income, In our view gifts 


- made in a fiscal year should be stated in the return of income 


and the aormal due date of- payment of any tax should be 

Decembz 31st following the end of the fiscal year. a 
Interes: should commence to run from that date (or from the 

date of te assessment, if later) and we submit that the grossed- 
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up equivalent should rank as a charge o on income; as in the case 
of interest on estate duty and at the same rate of interest. 

We submit that the proposal to give a right of recovery of 
the tax against the donor’s spouse should be reconsidered. 


20. Gifts to charities 


Under estate duty legislation, there is no taxation on gifts to 
charity during life and the £50,000 exemption limit is only 
relevant to transfers by will and to those made shortly before 
death, It therefore seems desirable that the £50,000 limit should 
be an annual exemption figure for gifts for charitable purposes. 


21. Settled property 


It is not clear how, in cases where there has been ‘a termination. 


~ or Change of an interest in possession, the trustees could become 
-aware of the liability to tax on the settlement if the former 
beneficiary refused to disclose the necessary information about 


his own tax position. Nor is it clear whether a right of recovery - 


would exist against the new beneficiary, who would be in a. 
similar position to the trustees as regards obtaining information.., 


+22. We accept the principle of a periodic charge to tax in the. 


case of discretionary and accumulating trusts. This in our view 
should take place once a generation, that is, at intervals of say - 
30 years. There should be ‘ ‘tax against tax’ relief i in the case of ` 
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„Capital tanien out of such trusts following Se incidence of 


the periodic charge. If this relief is not provided, such trusts 
will be subject to double taxation. 
23. In the case of all distributions of trust capital (whether or 


. not they are exempted from the tax because they represent the 
‘completion of the settlor’s’ original gift) we consider that no 


capital gains tax should arise on such distributions. 

` 24. In the past, differences in the law of trusts and succession 
as between England and Scotland have resulted in differences 
in the application of estate. duty law. It is hoped that the legis- 
lation for capital transfer tax will be so Ge as-to ensure tiat 
differences do not arise.in future. : 


25. Basis of valuation ; 
- We think it opportune for the basis of valuation of assets passing . 


on death or by way of gift inter vivos to be reconsidered, so as to 


- allow for a deduction in appropriate cases of the expenses of 
` réalization and/or transfer. , 


26. Detailed legislation, 
Our comments are based on:the general outline of the tax set 


out in the White Paper. When the proposed legislation is: -` 


‘available, we hope to comment upon the provisions in greater 
` detail. 





Folk Wisdom 


by D. A. TRIOWELL, F.C.A. 


In the current search for ‘that demned elusive’ 


thing, a permanent cure for inflation, accountants 


generally need to take more notice of a body of: 


theory which has been constructed around an odd 


_notion that ‘money does not matter. ` 


HE SE of Public Finance — Selected Readings (Penguin . 
Education, 2nd edition, 1973) i in introducing the sub- 


ject of ‘the getting and spending activities of governments’, 


concludes that ‘Despite its traditional name, most of the. 


. problems in public finance studied by economists are not 
financial in any fundamental sense.’ He goes on to quote a 
certain Professor A. .C. Pigou in support, “Though . 
money is practically always the medium of public finance, 
it is not thé thing in which it really deals.’ (4 Study in 
Public Finance, 3rd edition, Macmillan, 1947.) - 


‘naive premise that the government is simply a large firm 


or household whose chief problem is that of matching . 
expenditure to income’. This is ‘folk wisdom’ of the most: 


primitive kind put about by ‘the club of self-appointed 
public finance experts’ to which EE all housewives 
- and successful businessmen belong! ` 

. At the risk, therefore, of being labelled ` eege 


_ by this very selective person who, unaccountably, has left ` 


out of this book of supplementary reading for under- 
graduates such gems as Dupuits’ immortal’ De P Utilité des 
_ Travaux Publiques (1844). and Wicksell’s magnificent 


‘fund of human knowledge begins, 


Ein neues Prinzip der gerechten Besteuerung (1896), let us 
try to examine this extraordinary collection ‘of economic 
readings. 

Almost immediately ` we notice running through the book, 
like the thin black line ma Bank of England note, the notion 
that money is for printing. On page 13 of the introduction, 
for example, ‘Newly created money is uniquely efficient 
when there are unemployed resources in the economy 
because, unlike all other devices, the method does not 
itself have demand-reducing effects.’ Later on at page 365, 

‘The simplest way in which -the government can. provide 
itself with finance is by printing money.’ 

The second theme common to all aspects ef this great 
‘Let us assume ...’. 
All economists suffer from a lack of empirical evidence and, 
as will be readily appreciated, they cannot (fortunately) 
carry out controlled experiments and are therefore thrown 
back on assumptions. The story about the engineer, the 
scientist and the economist stranded on a desert island with 
a crate of tinned beans must be quite well-known by: now; ` 


_ the economist’s solution to the problem was “Let us assume 


we have'a can- opener!’ Funny, but illustrative nevertheless. 


- Explaining away the. National Debt 
Elsewhere in his introduction, the editor refers to this 


The best example in this: -particular book is provided by ' 
several papers seeking to explain away the National Debt. 
President Eisenhower who, as we all know,. was just a 
simple military man before he took office, said in his State. . 
of the Union message in 1960: ‘Personally, I do not feel that- 
any amount can be properly called a surplus as long as the 


‘nation is in debt. I prefer to think.of such an item as a 


reduction on our children’s inherited mortgage.’ 
believe’ that too, dear readet? How incredibly naive!. 
` Listen to Messrs Bowen, Davis and Kopf. ‘Let us now 


You. 


` consider the following situation. Assume a full-employment 
- economy. Assume further that there ‘is within the society 
SA eee 


x 


"mp " 
an identifiable “ ee ? of people, all of whom are, let us 
“say, twenty-one years old. Suppose that at-a given moment 
of time the government sells bonds to. the private sector 
of the economy in order to finance public project X and 
that all of these bonds are voluntarily purchased by the 
group of twenty-one-year-olds, whom we shall refer to as 
_ generation I.’ 


Specious theory 

In an entirely specious argument, the hore provisionally 
conclude that providing tke debt is ‘retired’ in the lifetime 
of generatior. I, it is not passed on to a second or third 


generation! Which is exactly what President Eisenhower ` 


— had in mind, I think. In a zypically theoretical fashion, they 
then’ go on to contradict <hemselves by saying: ‘Our con- 
clusion that the real cos: of debt-financed government 
spending can (at least in part) be transferred to future 
generations does not, of course, establish any prima. facie 
- case against deficit financing or in favour of the prompt 
~ retirement of the Naticnal Debt.’ 
` ‘The main difficulty wita all economic theory, whether 
the economists like it or net, is that measurements have to 
. be carried out in money -erms which gives the theory a 
pseudo-exactitude. The second and insuperable difficulty 
` is that assumptions which zhe economists are compelled’ to 
make all relats to the expeccations of human beings who are 
notoriously fickle and uncertain, not just from year to year 


but from day to day and even from hour to hour. Conse- ` 


quently a theory is a theor7, no more; and when Professor 
P A Samuelson is introduced in the book with The Pure 
Theory of Public Expenditure, we should not as accountants 
accept this, for all its ‘elegance’, as anything more than a 
- very theoretical dissertation by a trained mathematician. 
In fact, the paper is not a pure theory of public expendi- 
ture at al, because "0. bis assumptions the’ professor 
immediately qualifies the subject by, stating that it is a 
theory of optimal public expenditure — a very différent 
animal. He assumes ‘two categories of goods: ordinary 
. private consumption goods (X; ..., X,) which can be 
parcelled out among different individuals E E ety 8) 
according ‘to the relations: Xj=ZjXj, and See 
consumption goods (Xa+. an Xp~im) Which all enjoy 
in common in the sense tha- each individual’s consumption 
of such a good leads to ro subtraction from any other 
individual’s consumption of that good, so that E. 
Xn; Simultaneously for each and every dth individual 
and each collective consum3tion good. ` 
‘I assume no mystical collective mind that enjoys’ ‘col- 
lective consurr-ption goods ; -nstead I assume each individual 


has a consistent set of ordinal preferences with respect 


to his consumption of all goods (collective as well as private) 
which can be summarized by a regularly Se and con- 


vex utility index: 
tel ttl Xi, ap Xia me 


Well now, without nacessarily understanding the 
Professor’s mathematical. 2quations — which are also 
. assumptions bout human behaviour — we know at a 
glance that he is in dead trouble! We can agree that a 
_ ‘mystical collective mind’ is vut, but it is no safer to assume 
that any. bunch of individuab has a consistent set of ordinal 
preferences either! : 
He is in BER with his “collective consumption goods’ 
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as well, on two counts; first, by definition, What is a 
collec-ive consumption good — ‘education? It is available in 


‘both the private and public: sectors of the economy. 


Seccndly, by limitation.’ The essence of a collective con- 
sumption good is its general availability without constraint 
or limit. Is this true of hospitals, highways, justice, the 
police? 

Lat2r on, Professor Samuelson does admit to an over- 


, sharp distinction between private and public consumption 


goods; but even his explanation is, in a sense, pseudo- 


“exact, thus: 


"IO À private consumption good, like bread, ‘whose total 
can be parcelled out among two or more persons, with 
cne man having a loaf less if another gete a loaf more. 
Thus if X; is total bread, and X? and X} are the res- 
pective private consumptions of Man I and Man 2, we 
can say that the total equals the sum of the separate 
consumptions, or X;=X}+ Xj. 

‘(2) A public consumption good, like an outdoor circus or 
rational defence, which is provided for each person to 
enjoy or not, according to his tastes. I assume the public 
good can be Varied i in total quantity, and write A: for its 
magnitude. It differs from a private consumption good in 
taat each'man’s consumption of it, X} and X$ respectively, 
is related to the total X2 by a condition of ey rather 
than of summation. Thus, by definition, X Dat 2 and 
E Ze 3 DN 

There is the crux of the economists’ creed — limited 

private consumption goods but limitless public consump- 
tion gcods, financed by simply printing money or Kee 
it. l 


Depreciated investments 


At the present time there is ‘outstanding i in the UK National ` 
Debt £276 million of the original 2} per cent Consols, 
which at April 27th, 1974, were quoted at £17} per £100 
of stock. There never have been any plans to retire this 
‘gilt-ecged’ security, and so generation by generation the 
disconsolate holders pass on this depreciating asset to their 
heirs and assigns. Eventually the market value will be nil 
and government will be happy — because so long as it has 


. some value, there will always be some agitation, however 
. faint, for repayment. The nominal total of these undated, 


unrecuited, ‘unsung, uncomfortable government stocks 
outstanding today amounts to £3,433 million, nearly 10 per 
cent of the entire National Debt. How do economists 
explain that away? 

Easy For just so long as the debt is owed esoe , it 
isnot a burden anyway; it is simply a book-keeping entry, 
they say! Another of the economists paraded in this book, 
Professor Buchanan, is able to demonstrate (theoretically, of 
course) that there is a-world of difference between a debt 
which is owed externally — that really is a burden on the 
economy — and these simple internal debts! He conveniently 
forgets the exchange control aspect of the problem, which 
requires the ear-marking of the equivalent amount of 
sterling for all moneys borrowed abroad ; it is mere window- 
dressing, in fact. 

Money borrowed by- ‘government without any arrange- 
ments Zor repayment is a burden on the community, 
however raised. But you will never get the economists to: 
agree tc that in a month of Sundays — that i is folk wisdom 
of the most primitive kind! ; 
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Sweetness Without Light 


Fr sugar agreement reached by the agriculture 
Ministers at Luxembourg on October 22nd represents 
an important stage in Community development. Details of 
the agreement, and the fact that it provides for an assured 
supply for the British consumer for the next five years, are 
less significant for the future than that the British Govern- 
- ment suceeded in bringing about a change in the CAP. 

The second significant fact is that the changes made put 
thé interests of the consumer first. On the home front Mr 
-Peart’s action in accepting an EEC subsidy to ensure 
supplies at well below the price offered by the Australian 
producers has made the CAP more acceptable to British 
opinion and weakened anti-Market arguments.” ` 


Confused picture 
Although there may be muted sighs of relief at the prospect 


(not yet realized) of more sugar in the shops, considerable _ 


confusion continues to surround the sugar situation. In 
this, as in other problems affecting the supply and price of 
foodstuffs and raw materials, there is a tendency to say 
‘Everything was all right until we went into the Common 
Market. Why can’t we just go back to the old arrangements?’ 

The short answer is that the world, including the sugar 
producers, has moved on. The balance of supply and de- 
mand for commodities generally has. tilted against the 
consumer, giving the producers the opportunity to demand, 
and receive, higher prices. In the negotiations for the 
enlargement of the Community a great deal of emphasis 
was placed on the need to safeguard the interests of 
Commonwealth sugar producers under the Common- 
wealth Sugar Agreement. Most of the members of this 


agreement are independent developing ` countries, but 


Australia is also a major producer. 

Ten members of the agreement have the option of 
association with EEC so that their market in the Nine 
member states would be protected. A number of other 
producers are still dependencies of the UK and therefore 
have a special position in-the Community market. This 
leaves India, a non-associable state for which separate 
arrangements were to be made, and Australia. 

The British Government secured a promise in the 
negotiations for continuing access for at least 1-4 million 
tons of sugar a year. The anticipation then was that the 
Commonwealth producers would need this concession in 
order to dispose of their crops. In the context of present 
high prices and increased demand, both quantities and 
. prices have come under review. 

There is an EEC commitment to review the position of 


. producers under the Commonwealth Sugar Agreement at" 


the end of this year. At the moment the assumption is that 
the developing countries among the Commonwealth sugar 
‘producers will be prepared to continue providing the 1-4 
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million tons. Their willingness cannot be etek for granted, 
however, as Caribbean producers in particular are able to 
secure higher prices elsewhere. 

Whether the Commonwealth Sugar Agreement is con- 
tinued by the EEC will depend therefore on the level of 
prices offered. The question of the famous 1-4 million tons 
comes up before the end of the year when the Community _ 
is due to honour its promise to. purchase this amount. 
Indications are that the price offered will be well below 
what the producers have in mind. 


Beer growers 


The other group of producers affected by the October 
agreement are the best sugar-growers of the Nine. They 


- have received the go-ahead to produce as much as they ‘can 


during the next five years to help ease the shortage. This is _ 
a reversal of previous policies which aimed at avoiding 
surpluses and keeping up prices. Now the British Sugar 
Corporation is in the unusual position of having a quota of 
1-5 million tons (instead of this year’s 900,000 tons) for 
next year, which is well over twice as high as current 
estimated production. 

The overall position is that Britain now imports over 2 
million tons of sugar as part of a total demand of 2:65 
million tons. If the British producers can produce more than 
650,000 tons, then imports will fall correspondingly. What 
no one knows at the moment is what price will have to be 
paid for imports, and exactly where they will come from. 
In the short term, Australia may send sugar to the British 
market at the world price levél, but with growing demand 
throughout other Community countries the source of the 
majority of the required supplies is problematical. 

A further complication is the position of the UK cane 
sugar refiners who would have unused’ capacity if some 
kind of allocation scheme is not’ worked out to cover 
Community supplies. All told then it is much too soon to 
talk about having solved the sugar problem and the 
different elements involved — the Nine as cane sugar 
importers, members of the Commonwealth Sugar Agree- 
ment, cane sugar refiners, the British Sugar Corporation 
and the beet producers and, at the end of the line, the con- 
suming and long-suffering housewife — all have particular 
aspects of the situation in which they are likely to have a 
continuing interest for some time to come. 


Standards as a Non-tariff Barrier 


NON-TARIFF BARRIERS are now the biggest single obstacle 
to the achievement of a truly unified market in the EEC. 
Of these, the technical barriers created by differences in 
national standards present particular problems. 

A mass of legislation has been passed by governments to 
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ensure that manufactured products meet particular safety, 
consumer-protection and environmental standards. The 
Community method of removing a technical barrier is to 
obtain the agreement of the nine member states to a 
directive ‘harmonizing’ various national regulations. This 
description of what has te be done is, of course, grossly 
over-simplified ; technical standards are necessarily phrased 
in precise technical terms requiring expert appraisal to 
determine their exact meaning. 

In the United Kingdom. the writing of standards is the 
responsibility of the British Standards Institution, a non- 
profit-making body operating under Royal Charter. So far 
‘as British standards are concerned the BSI is the re- 
pository of expert knowledge regarding the content and 
drafting of standards, whi the Department of Industry is 
responsible for policy decisions changing or adapting their 
form and content. 


Programme approved 


In a recent statement on its work for the next five years, 
the BSI underlined the importance of the work of har- 
monizing the standards cf the EEC member states. In 
December 1973 the Cocncil of Ministers approved a 
programme for the elimitation of technical barriers to 
trade by 1978. By this time the Community will constitute 
a single ‘home’ market for its nine members. 

. In preparing proposals for the directives which the 
Council of Ministers must approve, the Commission is to 
establish relevant criteria by reference to standards, where 
these are available in suitable form. In other words, the 
Commission will not dup-icate the work’ of the BSI and 
. other standard-writing organizations, but will use existing 
standards as a basis for the technical content of directives. 


. The difficulty here, as the BSI recognizes, is that the- 
yolume of work may be tco great for the institutions con- ` 


cerned. The BSI is under heavy pressure, in terms both 
of manpower and financial resources, as a result of its 
international work. British exports must now comply with 
internationally recognized standards; it is no longer enough 
to trade op a British name with its traditional reputation 
for quality. 
In working out aroused’ standards the British view 
may not prevail, but considerable- effort may have gone 
‘into their discussion. But as the BSI points out, the 


` _ penalty for British interests of not participating may’ be 


much greater in the long tem than the cost of providing the 
extra resources of money and manpower, needed: for these 
international negotiations. 


Priority for standards 


In the next four years, UK PEE in the task of 
producing European Standards requested by, the EEC 


Commission must have ‘priority. The programme has 


‘specific deadlines involving the adoption of up to 25 
directives a year up to the beginning of 1978. Fifteen 


directives for 1974, scheculed for adoption on July rst,- ' 
dealt with a mixture of 'zechnical matters including the. 


prepackaging of liquids, ‘safety glass for motor vehicles, 
electrical. equipment: for use in explosive atmospheres, 
_ medical thermometers, and reinforced plastic tanks for the 
carriage of dangerous substances. Once adopted bythe 
Council of Ministers, the directives have to be implemented 
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by mish governments in a, specified time, and supersede. Es 


` or bécome alternatives to, existing regulations. 


Whatever the outcome of the ‘re-negotiation’ of Britain’s 
terms of membership of EEC, the harmonization of 
standards is, necessary as a means of overcoming what ` 
would otherwise be an obstacle to our trade with Europe. 


Cost of Living in the UK 


‘THE FOLLOWING POINTS were made by the Commission in 
a witten answer in the European Parliament. on 
the étfect of EEC membership on the cost of living. ` 

The United Kingdom, in common with many other 
countries both inside and outside the Community, has 
experiznced a sharp acceleration in.the rate of increase in 
the cest of living since early 1973. However, this accelera- 
tion cannot be attributed to the accession of the United . 
Kingom to the EEC, and its very size would suggest that 
other factors were involved. Indeed, the unprecedentedly 
rapid zise in world commodity prices, the large upsurge in. 
unit ‘abour costs and the impact of the depreciation of 
sterling largely explain, for the United Kingdom, these 
inflat-onary trends. 

Th= change-over to a system of. value added tax in the 
UK was made independently of membership of the 
Eurcpean Communities. In any event, the overall effect on 
the general price level of the introduction of VAT, to- 
gethec with the simultaneous abolition of purchase tax and. 
selective employment tax, was said to be about neutral. The, 
change caused the prices of some non-food prices to rise, 
but ca the other hand the prices. of other stich items 
decli2d; certain food. prices which had been subject to 
purckase tax also became less expensive, as VAT was not ` 
origic ally levied on them. 

The. adoption of the Common Agricultural Policy was 
widely expected to-lead to higher prices for agricultural 
products in the United Kingdom. However, unexpectedly 
large increases in the price.of many agricultural products on 
worl: markets reversed the situation, and the United 
Kingiom was able. to obtain supplies of some important 
products at prices below the world market level which it 
would otherwise have had to pay.. 

. A curther important element arising from the United- 
King?om’s membership of the EEC has been the. sizeable 
tariff -eductions, amounting to 40 per cent: for industrial 
goods. which have been made since entry. Such reductions 
cannc: have failed to reduce increases in import prices. . ` 

Therefore, the view that United Kingdom: membership ` 
of the EEC ‘has resulted in a large increase in the cost of 
living“ is simply incorrect. Although the effects on the cost . 
of living of the factors mentioned above are difficult to 
quar fy (except perhaps in the case of food items) the, 
availzble evidence points to the conclusion that membership 
of the EEC so far has.had only a marginal effect on- ‘the 
overall cost of living in the United. Kingdom.. 

Moze specifically, in relation to food items. only, the 
Secretary of State’ for Prices and Consumer Protection 
statec on March 22nd, 1974, in reply to a Parliamentary ` 
Ques:.on, that, although food prices rose by about 20 per 
cent zetween January 1973 and January 1974, the increase 
attributable to membership of the EEC was estimated to be 


between $ and 1 per cent. 
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FINANCE AND COMMERCE 


Argyle Securities’ Changed Plans 


RGYLE SECURITIES is the pro- 

perty arm of Anglo-Continental 
Investment & Finance Co which holds 
446 per cent of the Argyle equity. 
Anglo-Continental in its last accounts 
employed close on £85 million in banking, 
investment, insurance broking and pro- 
perty and in a 20 per cent equity stake in 
Cavenham, the international food manu- 
facturing group which, like Anglo- 
Continental, is chaired by Mr James 
Goldsmith and shares the same ultimate 
holding company — the Generale Oc- 
cidentale Group of France. 

In Anglo-Continental’s annual report 
Mr Goldsmith, commenting on the 
interest in Argyle, said: “We estimate that 
the underlying value of the assets attribut- 
able to our shareholding in Argyle is 
equivalent to at least 100p per share. 
To reflect this view we have made a 
provision of £2°6 million on our invest- 
ment’. The 43°45 per cent of Argyle 
held at March 31st (a further 1-14 per 
cent had been acquired for £122,000 
by the time the Anglo-Continental 
accounts were issued) stands in the 
accounts at £9,846,000, the provision of 
£26 million (£2,583,000 to be exact) 
being made against reserves; £950,000 to 
reduce the carrying value of Argyle 
shares to the estimated underlying value 
of the holding, and £1,633,000 as Anglo- 
Continental’s share of net provisions for 
Argyle unrealized losses. 

Currently, Argyle Securities’ shares 
stand on the stock market at a mere 16p, 
but a 44°6 per cent holding needs to be 
valued on net asset worth rather than 
stock-market price, Mr Goldsmith em- 
phasizes. 


Complete change 


The Argyle accounts reflect a major 
change of course and complete change 
of plan. The chairman, Mr G. M. 
Rivkin, comments that two years ago 
UK property companies were well placed 
to do business on the Continent because 
they had access to the most efficient 
European market for long-term funds for 
major property development projects. 
It therefore seemed that a sound oppor- 
tunity existed to complement Argyle’s 
UK activities with a parallel expansion 
abroad. 

In 1972 a 24:9 per cent stake bought 
in the Wereldhaven company in Holland 


eer ee 





was followed by the acquisition of a 
controlling interest in Compagnie Finan- 
cière Haussmann (CFH). Subsequently 
the company bought for cash and the 
issue of 10-4 million shares and {11-6 
million loan stock the capital of Cornwall 
Property Holdings, and that redressed the 
balance between UK and overseas assets. 

However, conditions have since 
changed fundamentally. Interest rates 
have soared, credit at home and overseas 
has been sharply restricted and the 
collapse of confidence in the financial 
sector has damaged property values in the 
UK and on the Continent. 


Retained as investments 


Having reviewed that situation, the 
board took a number of decisions. It was 
decided to retain as investments prime 
commercial and industrial properties let 
to substantial tenants and financed with 
long-term funds at historically low 
interest rates. The second decision was to 
employ the net proceeds of sales of prop- 
erties realized over a reasonable period in 
reducing short-term borrowings other 
than the normal working capital finance 
of trading subsidiaries. In this way 
£54 million worth of property has been 
sold in the UK, £r million in the 
Netherlands and Belgium, and ‘substan- 
tial disposals’ have been made in France. 

It was decided to complete the existing 
development programme, much in the 
UK being pre-let and financed long-term. 





Mr James Goldsmith, Chairman of Anglo- 
Continental Investment & Finance Co. 


Developments held for future sale are 


estimated on completion to produce a 


surplus of some £3 million over the next 
two or three years with a significant part 
already contracted for sale. But no major 
new development, including develop- 
ments for which sites are already held, 
will be considered until political, financial 
and general economic conditions are 
clearer. 

In France the overall commitment is to 
be reduced with the investment in CFH 
(now CFH/Glacieres) to be sold but an 
interest in two separate developments 
retained. Having done or planned all this 
there remains the assessment of the 
current value of property assets in a very 
restricted market. 

Values incorporated in the accounts 
are arrived at on various bases. Property 
held for investment and property in 
course of development to be retained for 
investment was valued by reference to 
sales prices achieved by the company 
during the February-August period this 
year. Where there was no direct compari- 
son values were discounted to reflect 


` market uncertainty and distant reversions 


were assessed at money-rates. Develop- 
ments under construction for future sale 
were assessed at lower of cost or current 
value. 

Property and land held for future 
development and trading stock was 
assessed at the price a purchaser might 
pay in the market to provide a fair 
commercial profit after tax, and all assess- 
ments of value were made on an indivi- 
dual basis with regard to actual market 
conditions. 


Provisions 


As the result of the re-assessment of 
property values and the sale of invest- 
ments no longer matching the board’s 
criteria, a provision has been made on 
account of potential losses on the dis- 
posal of the CFH interest and {5-6 
million of the cost of the investment in 
Renslade Investments and Cornwall Pro- 
perty has been written off as an extra- 
ordinary item. The present carrying 
values of the group’s property assets are 
considered realistic in present market 
conditions after making these provisions. 
The goodwill of £1-1 million remaining 
in the balance sheet is attributable to a 


trading subsidiary, Webbs Fertilisers, ` 













and values the company at about four 
times its anticipated post-tax profits. 
After making the valuation adjust- 
ments, the net assets at {21-23 million 
are worth g4p a share. It is proposed to 
write down the company’s share pre- 
mium account by the £5-6 million extent 
of the Renslade-Cornwall write off. It will 
` be the company’s policy not to pay 
__. dividends until the reserves have been 
fully restored. 
"4 ? Mr Rivkin comments that the realistic 
~ revaluation figures should prove a base 
upon which the group can generate 
` trading income and future investment 
income. Sale of properties will progres- 
` sively reduce interest costs. But he has to 
_ admit that development of the company 
_ “will depend on circumstances over 
= which we have no control’. He also 
anticipates that because of international 
_ and national economic factors, the 
` measures taken to restore the group to 
profitability will not be fully successful 
_ during the current year. 
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` Land Values 

ERN JALUATION of land stocks in the 
vi David Charles building construction, 


_ plant hire and industrial group is the 
= subject of comment by the auditors, 
_ Greenhill, Pate & Co, in their report on 
K ` the 1974 accounts. Land stocks figure in 
¿Current assets at {14°97 million. 
_ Land for, and in course of, develop- 
= ment is consistently valued at the lower 
of original cost and net realizable value, 
__ the latter being on the assumption that the 
land will be developed and sold over 
_ the group’s normal four-five-year time 
_ cycle and that necessary borrowing 
_ facilities for current and future develop- 
-ments will continue to be provided by 
= financial institutions. 
. [n those phases of building work 
_ where construction is either in progress 
or will begin in the next 18 months, 
= account is taken of orders received, the 
_ estimated selling prices at current price 
-~ levels are compared with land and 
` associated building costs, including an 
inflation allowance, and provision is 
_ made for any anticipated losses. Sub- 
_ sequent phases are valued at cost which, 
-in the board’s opinion, is below realizable 
= Value in the normal course of trading 
= under current conditions. Where the 
= group is under contract to purchase land, 
` provision is made for the total contract 
price. 
` Greenhill, Pate state in their report that 
they have reviewed the procedures used 
by the directors in assessing the value of 
land under development or upon which 
development will begin by the end of 1975 
at the sum of {10°16 million which 








appears to be ‘reasonable and appro- 
priate’. 

But they add that ‘as regards the balance 
of land stocks in the sum of £4-81 million 
on which development is not planned to 
commence until 1975, the determination 
of realizable value involves a judgement 
which is not capable of substantion by 
auditing procedures’. 


Ten-year ‘Source’ 


TEN-YEAR historical record includ- 

ing a source and use of funds state- 
ment is a rarity, but it is to be found in 
the report and accounts of Homfray & 
Co, carpet manufacturers of Halifax. 
On one side of a double-page opening at 
the end of the report there is a ten-year 
‘Summary of Consolidated Balance 
Sheets’ with the addition of a record of 
pre-tax profit as a percentage of total 
funds, earnings per share and rate of 
dividend. 

On the right-hand side there is a ten- 
year summary of sales, profits and source 
and utilization of funds. In the past ten 
years operating cash flow has risen from 
£836,000 to £2,796,000, and the use in 
net current assets from £750,000 to 
£1,879,000 and in fixed assets from 
£202,000 to £1 million. 

In recent years there has been heavy 
capital spending on new carpet plant and 
the company is now one of the major 
manufacturers of printed tufted carpet. 
Early next year a new foam line and 
tufting shed extension costing about 
£650,000 will be commissioned but other 
major capital investments are being held 
back because the present rate of inflation 
requires the use of available funds for 
financing materials and stock. 


Inflation Accounting — the 
Broad Effect 


OLVERHAMPTON DIE CAST- 

ING GROUP’S accounts do not 
include a full-scale inflation aecounting 
schedule but Mr Alan Wheeler opens his 
statement by setting out the year’s 
results in the following way as ‘share- 
holders may wish to note the broad 
effect which inflation accounting prin- 
ciples would have had on group profit- 
ability’: 


Turnover 


Profit before taxation 

Taxation: 
Irrecoverable advance corporation tax 
Transfer to taxation equalisation .. 


Profit after taxation .. 


Earnings per 10p Ordinary Share: 

(a) based on a tax charge of 52% 

(b) based on above figures on Me 
Recommended dividend on ordinary shares. . 





In the year to last June the group spent 
£367,000 on capital account compared 
with an average {£111,000 over the 
previous four years. Mr Wheeler com- 
ments that the low level of real profit- 
ability ‘will be of special concern to 
shareholders, to employees and, indeed, 
to our customers who must all share the 
benefit of our investment programme and 
in consequence support our need to 
increase real earnings’. 

The report’s source and application of 
funds statement shows a deficit of 
£221,000 covered by an increase in bank 
overdraft, following a very similar situa- 
tion the previous year. 


‘Goldfields’ 


ONSOLIDATED GOLDFIELDS’ 

annual report is always a work of 
art as well as of figures and statistics, and 
there is no fall in standards this year. 
The company remains UK-based and is 
the only major original South African 
mining finance house to be so. 

‘Goldfields’ have been to some pains in 
recent years to increase the UK earnings 
element in the group. The Amey Road- 
stone Corporation, with a turnover of 
near £118 million in the year to last June, 
is a ‘Goldfields’ subsidiary as is C. Tenant, 
the metal trading, finance and insurance 
organization. The Wheal Jane tin mine 
in Cornwall is ‘Goldfields’ wholly owned 
and made a profit of £1-3 million pre-tax 
in the past year. 

But although UK earnings and acti- 
vities have grown, overseas operations — 
and particularly gold mining, financing 
and investment operations in South 
Africa — have grown faster along with the 
freeing of the gold market. 

Group revenue in 1973-74 reached 
£80-2 million compared with the pre- 
vious year’s £44-4 million, but while the 
percentage of revenue earned in Southern 
Africa rose from 42 per cent to 46 per cent, 
the UK percentage dropped from 33 per 
cent to 19 per cent. In the other two 
areas, the Australian share was down 
from 23 per cent to 1g per cent and the 
USA and Canadian share was up from 
2 per cent to 16 per cent. 














1972/3 1973/4 
Normal Normal Inflation 
Accounting Accounting Accounting 
£°000 £'000 £000 
£3,991 £5,659 £6,085 
231 353 209 
18 22 22 
-= 132 132 
£213 £199 £55 
2-3p 3-6p 2-1p 
4-6p 4-3p 1-1p 

0-875p 0-875p 









BALANCE SHEETS 



































































































































































as at 31st March, 1974 7 
THE GROUP THE COMPANY d 
ZE 1 73 1974 197. 

Gr i Note £000 £000 £000 £000 £000 £000 £000 £000 
Fixed Assets , 29 
Properties 11 65,054 21,787 12,358 10,524 = 
Plant, motor vehicles, etc. t 12 1,053 47 50 20 TA 

66,107 21,834 12,408 10,544 
Investments in Subsidiary Companies 13 5,783 1,172 47,660 6,280 
Interests in Associated Companies 14 8,568 7,027 75 : 
Current Assets 
Land held for and in the course of residential development 7,536 a bg ez 1 
Other property held for disposal 8,676 1,638 ad ae - 
Stocks and work in progress 1,515 = SC TE ar. 
Debtors and prepayments 6,294 1,802 234 534 Ss 
Investments 15 1,235 261 8 228 d 
Cash on short term deposit, at bank and in hand 16 7,892 4,537 714 4,200 A 
33,148 8,238 956 4,962 0 
KX 
Less: e. 
Current Liabilities Ee, 
Bank overdrafts 17 17,900 3,152 7,500 370 "le 
Creditors and accruals 8,004 2,836 1,894 1,055 E: 
Taxation 3,663 500 168 
Proposed final dividend r — 131 — 131 
29,567 6,619 9,562 1,814 
Net Current Assets (Liabilities) : 3,581 : 1,619 (8,606) 
84,039 31,652 51,537 26,299 
Less: 
Long term borrowings—Secured 30,046 14,320 12,965 9,030 
—Unsecured 29,420 3,810 19,450 3,757 3 
` 18 59,466 18,130 32,415 12,787 w j 
Minority interests 2,762 324 — SC? SA. 
Deferred taxation 1,682 38 ze We of 
63,910 18,492 32,415 12,787 74 k 
Goodwill 19 20,129 13,160 19,122 13,512 N G 
1,100 1,607 — — "8 
Net Assets 21,229 14,767 19,122 13,512 
Representing : ` k 
Share Capital 20 5,665 3,062 5,665 3,062 
Share Premium 20 16,336 8,005 16,336 8,005 om 
Capital Reserve 21 4,803 3,417 3,327_ 2,233 ae 
21,139 11,422 19,663 10,238 E: 
Profit and Loss Account 22 (5,575) 283 (6,206) 212 ` 
15,564 11,705 13,457 10.450 ` 
G. M. RIVKIN 21,229 14,767 19,122 13,512 3 





P. G. COMLEY Directors 


ENNEN a s 








The notes on pages [724 to 726] form part of these accounts 
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REPORT OF THE AUDITORS , f 
to the members of Argyle Securities Limited pA 


In our opinion the accounts and notes on pages [723 to 726] give a true and fair view of the state of affairs as at 31st March, 1974, and of the result for the year then ended of ` 


véi 
A 
N 
4; 


the Company and of the Group and comply with the Companies Acts 1948 and 1967. The accounts of certain subsidiaries have been audited by other firms. aa 
3 Frederick’s Place, PRICE WATERHOUSE & CO. ; 
Old Jewry, Chartered Accountants. t 
London EC2R 8DB KG 
Cé 


21st October, 1974 a 
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City Notes 





F the end of a bear market is 

marked by tumbling values and an 
all-pervading view that there is no 
end to the fall, then the end of this 
bear market should be near. There can 
rarely have been less confidence in 
security values than there is now, even 
in the worst of the bear markets of 
the past — including wartime. 

But when the EI Index has fallen 
through 170 and the worst forecast 
of the bottom of the fall is 150, 
then unless that forecast is to be 
proved supremely optimistic, there 
ought to be a bumping on the bottom 
before long. There ought to be some 
sign of a dove returning to the stock 
market ark. 

Optimists, if there are any, might 
profess to recognize one in a stirring 
of life in the unit trust industry. This 
week two new unit trusts have been 
floated — one an International Earn- 
ings Fund by the Tyndall group, and 
the other the Scottish Equitable Unit 
Trust by the Scottish Equitable Life 
Assurance Society. This, in fact, is 
Scottish Equitable’s first move into 
the unit trust business in preparation 
for offering unit-linked policies. 

Whether the launching of these 
trusts is born of confidence or despera- 
tion remains for future stock-market 
conditions to show. Fixed interest and 
equity markets are in despair because 
operators cannot see the end of the 
circumstances and factors making for 
present weakness and can only see 
the reinforcement of them. 

Two new unit trusts will not con- 
vince the pessimists that buying now 
is buying at the bottom. 


BEYOND THE FRINGE 


Appointment of a receiver for Triumph 
Investment Trust is only a reminder to 
those outside the City that the fringe 
banking rescue operation by the 
clearing banks has certainly not been 
100 per cent effective or completed, 
and may even yet lead to even heavier 
casualties than are already known. 

It is one thing to prop up an ailing 
company with loans based on a 
conservative valuation of assets, but 
very much another to attempt to 
realize those assets when the con- 
servatism has not proved conservative 


Biere 
Wei. 


enough and when there are literally 
too many rescued in the same boat. 

Triumph Investment Trust has finally 
failed because although the clearing 
banks, particularly Lloyds, took off the 
crew, so to speak, the salvage people 
would only tow off the ship itself at an 
exorbitant price. So the owners have 
had to sell for scrap. 


JOBBERS AND BROKERS 


Mergers continue apace on The Stock 
Exchange. An intended merger be- 
tween the Bisgood Bishop ana Berger 
& Gosschalk jobbing concerns will, if 
it goes through, reduce the big six 
jobbers to the big five. 

Berger & Gosschalk were a year ago 
talking of merging with Ackroyd and 
Smithers, but the merger with Bisgood 
Bishop is more likely to succeed 
since the two firms’ ‘books’ are largely 
complementary. 

Major mergers of stockbroking firms 
continue with Sheppards and Chase, 
Rowe, Swann & Co and Roger 
Mortimer & Co reaching the engage- 
ment and announcement stage. 


MEANS TESTS 


Inflation and the ebb of confidence 
from other insurance sectors finds 
Lloyd’s of London needing to expand 
its financial basis. Plans for increased 
deposits from existing members and 
the introduction of a new class of 
membership were outlined by Lloyd's 
chairman, Mr Paul Dixey, at the recent 
annual meeting of members. 

From next April members under- 
writing an annual premium income 
over £150,000 will be called on for a 
higher deposit and also to comply with 
a range of increasing means tests up 
to a maximum of £175,000 for British 
and Commonwealth names and 
£235,000 for foreign nationals. Present 
maxima are £75,000 ana £100,000. 

The new class of ‘mini’ membership 
to be introduced from the beginning 
of 1976 will require a show of wealth 
of £37,500. But the new class of 
member will deposit a greater propor- 
tion of his total wealth with Lloyd’s 
and the underwriting maximum will 
be significantly less than in the case 
of full membership. 


Rates and Prices 
Closing prices, Tuesday, November 26th, 1974 


Bank of England Minimum Lending Rate 


Oct. 19, 1973 ..114% April 5,1974 ..123% 
Nov. 13, 1973 ..13 % April 11, 1974 ..12 % 
Jan. 4,1974 ..12ł3% May 24, 1974 ..113% 
Feb. 1,1974 ..124% Sept. 20, 1974 ..114% 


Finance House Base Rate 
November 1st, 1974. 12% 


Local authority deposits . 123% 2 
d Local authority bonds 12 -114 
FT Industrial Ordinary Index Sterling deposit certificates 123-121% 
November 26th, 1974, 170-0 Euro-sterling deposits 144-154% 
Euro-dollar deposits 10 -104% 
Treasury Bills Foreign Exchanges 
Sept.20.. £10-9593% Oct. 25 .. £10-8907% New York .. 2-3235 Frankfurt.. 5-7125 
Sept.27.. £10:9764% Nov.1 .. £10 9770% Montreal .. 2-2935 Milan . 1545-00 
Oct.4 .. £10-9795% Nov.8 .. £10 9840% Amsterdam 59875 Oslo 12-4550 
Oct.11 .. £10-9495% Nov.15.. £10:9865% Brussels .. 864000 Paris 10-7950 
Oct. 18 .. £10-8850% Nov.22.. £10-9866% Copenhagen 13-4550 Zürich 6-2250 
Gilt-edged 
Consols 4% .. E Së . 24$ Treasury 9% 1994 56ł4 
Consols 24% oe 154 Treasury 84% 84-86 .. He .. 68% 
Conversion 34% 212 Treasury 83% 87-90... Ve -. 86 
Funding 34% 99-04 .. Ki Sc coe Treasury 64% 1976 sg a . 93% 
Funding 54% 78-80 .. A wet, TSE Treasury 34% 77-80 .. oe glat 
Funding 53% 82-84 .. Ai S 633i Treasury 34% 79-81 .. 68% 
Funding 53% 87-91 43% Treasury 5% 86-89 Gei sf ae EEN 
Funding 6% 1993 428 Treasury 54% 08-12 .. DN , 344 
Funding 64% 85-87 .. de . 54 Treasury 24% ve FRE 
Savings 3% 65-75 sie Sch Sa 95 Victory 4% Pe 9734 
Treasury 94% 1999 614 War Loan 33% .. 202% 
Retail Price Index (Jan 1962 =100) 
Jan. Feb. Mar. April May June July Aug. Sept Oct. Nov. Dec. 
1971 147-0 147-8 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-4 


1972 
1973 
1974 


159-0 159-8 160-3 161-8 162-6 163-7 164-2 165-5 166-4 1687 169:3 
171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 181-8 185-4 186-8 
191-8 195-1 196-8 203-5 206-4 208-5 210-4 210-6 212:9 217-1 


Money Rates 
Day to day 5 -11% Bank Bills 
7 days 104-11% 2 months 12 -124% 
Fine Trade Bills 3 months 124% 
1 month UE? 4 months 123% 
2 months .. 128% 6 months 123-12%% 
3 months .. 13 % 


Three Months’ Rates 


170-2 
188-2 
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Two New Services 
from the Post Office 


Wit the postal service often verging on the chaotic - in London at least — it is 
ironic that the Post Office should now introduce a facsimile transmission service 
which they promise will get an urgent document to a customer at the other end of the 
country within three hours. The facsimile machines will transmit text, maps, diagrams 


and drawings up to 14 in. x 8} in. 


The service, called Postfax, is being run on an experimental basis for 12 months 


in ten major British cities — Belfast, 
Birmingham, Bristol, Cardiff, Edinburgh, 
Glasgow, Leeds, Liverpool, Manchester, 
and two offices in London. 

To send a document, it has to be taken 
to the nearest Postfax post office; from 
there it is transmitted to, say, Glasgow 
in facsimile over the telephone network. 
The copy document can be delivered, 
if the recipient is within certain specified 
postal districts; if not, the recipient is 


telephoned and asked to collect it. The 


original document is returned to the 
sender either by personal collection or by 
first-class recorded delivery. 

Normally, it will take less than three 
hours for the copy to be in the hands of 
the recipient. This means that if a docu- 
ment is presented before 10 a.m., the 


Postfax, the inter-city service for sending 
facsimile copies over the telephone. In the 
picture, Mr Alex Currall, managing director, 
Posts, sends out from London the first 
messages on the new service. 


copy can be received by lunchtime, 
allowing sufficient time, if necessary, for 
a reply by Postfax the same day. 

Postfax could be of considerable 
benefit to small or medium-sized firms 
who find it unnecessary and uneconomical 
to have such a system of their own but 
none the less have the occasional need to 
send urgent documents. This is clearly 
the market the Post Office is aiming at. 

Charges for Postfax are {2-50 for the 
first page and {1-50 for each subsequent 
page (plus VAT). Delivery, which is 6op 
(plus VAT) extra, is available to specified 
postal districts within the area of the 
receiving post office. Same-day service 
is available from Monday to Friday, 
during normal office hours. 


Conference by television 


Another facility recently announced by 
the Post Office is Confravision — a closed- 
circuit conference by television service. 
By using this service, businessmen are 
able to meet face-to-face without time- 
consuming travel. 

There are confravision studios in 
Birmingham, Bristol, London, Manches- 
ter and Glasgow, each of which is air- 
conditioned, sound-proofed and can ac- 
commodate up to ten people, five of whom 
can be televised by remotely-controlled 
camera. A second camera transmits 
pictures of documents, charts, maps, 
models and so on. 

Within Britain, Confravision costs £60 
a half-hour for two-way calls of up to 125 
miles, and Zoo a half-hour beyond that 
distance. Reduced introductory rates are 
available for prospective customers and 
regular users qualify for discounts. An 
experimental service with Sweden is 
available from the five studios. 

Commercial security is assured, and 
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Post Office staff do not have access to the 
conference once the call has been set up. 

The Post Office, 23 Howland Street, 
London W1P 6HQ. 


A Personal File for 
Christmas? 


PROMOTING the Twinlock Personal File, 
Oyez Stationery suggest that at £6-48 
complete with 12 suspension files it is a 
good buy as a Christmas gift. The recom- 
mended price is £8-58. 

Originally introduced for household 
document storage, it is also suggested that 
it is useful as an extension to the office 
filing system, taking files transferred 
straight from the cabinet for meetings, 
conferences and work at home. Another 
suggestion is that it makes a handy 
strongroom deed box. 


Oyez Stationery Ltd, PO Box 55, 237 
Long Lane, London SE: 4PU. 





The Twinlock Personal 
Stationery. 


File from Oyez 


Graph Kit for Trend Charting 


A GRAPH-TYPE charting kit has been 
introduced by the Adapta Chart Division 
of Movitex Signs. The graphs are built 
up by means of variously shaped signals 
pressed home into a perforated black 
polystyrene background. Similarly- 
coloured elasticated ‘flowlines’ are then 
stretched across the background to link 
the signals. The standard graph chart is 
available in two sizes covering 80 or 100 
horizontal lines. 

Suggested applications include the 
charting of cash flow and profitability 
trends, and credit control showing month- 
by-month totals of moneys owed, say 30, 
60 and go days from invoice. There are 
also applications in sales and production 
management. 


Adapta Chart Division, Movitex Signs 


Ltd, Movitex House, High Street, Edg- 
ware, Middlesex HA8 7HU. 
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The new, smaller Speedflex visible record 
unit. 


Storing Visible Records 


KaLaMazoo have now added a smaller 
version to their Speedflex visible record 
units which store loose cards in horizontal 
steps so that a clear visible edge is main- 
tained. 

Designed to stand on a desk top, the 
unit measures 10 in. high, by 20 in. wide 
and 13 in. deep. It can hold up to 784 
cards and is divided into seven indexed 
sections. Within each section there is a 
further run of indexes. Selection of the 
appropriate index tab reveals a run of up 
to 16 records, each identifiable by the title 
on the visible edge. 


Kalamazoo Ltd, Northfield, Birming- 
ham B31 2RW. 


New Calculator Range 


From Sperry Remington comes a new 
range of calculators, comprising 13 
different models. At the bottom of the 
range are three 6-digit hand-held display 
calculators which handle calculations up 
to 12 digits, and are known as the Super 
Six models. Next in the series are the 
Super Eight with 8-digit display and a 
capacity of 16 digits in the result. There 
are four general purpose models and one 
‘scientific’ model in this category. 

Then comes the Super 10 model 1007B, 
a portable/desk machine with constant 
multiply and divide, square root and 
per cent, plus an independent memory, 
at {59:50. The 12-digit model 1215, 
which costs £85, is the only desk-top 
display model in the range, although 
even this has mains/battery operation. 

The range is completed by three 
printing calculators. The smallest is an 
8-digit model 800P with fixed and floating 
decimal system with Add Mode and 
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constant in multiplication and division, 
selling at £129°50. The 1220, a 12-digit 
machine, has a buffered printer, indepen- 
dent memory, stop/start operation and 
costs £175. Model 1218, which combines 
print and display, continues in the range. 

It is notable that the range contains 
only one desk-top display model and 
jumps from portable models to printing 
calculators. This trend has long been 
predicted as more and more users find 
they need a record when using a cal- 
culator as part of an office routine. 

Sperry Remington, 65 Holborn Via- 
duct, London EC1P 1AB. 


Document Incinerator 


AN INCINERATOR capable of reducing 
to fine ash any paper including bound 
ledgers and stacked computer cards is 
recommended as the cheapest way of 
ensuring that confidential material cannot 
be re-assembled, photographed or re- 
constituted. 

The paper ends up only 5 per cent of 
its original bulk. There may be circum- 
stances where this is necessary, but £575 
seems a lot to spend just to ensure that 
used material is reduced to ashes. 


Heating and Air Treatment, 46 West 
Street, Chichester, Sussex. 


Five More Calculators 


Two new electronic desk-top printing 
calculators have been added to the range 
of calculators marketed by ADM Business 
Machines. Both are based on a 10-digit 
three register underflow system. Features 
include round-off switch, add mode 
facility and percentage key. Model BC- 
1003P is without memory and BC-1012P 
with memory. 

Also in the Toshiba range distributed 
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by ADM Business Machines is the BC- 
6o1L. It has a 6-digit display with 12- 
digit calculation capacity. For constant 
calculation the multiplier in multiplica- 
tion and the divisor in division are auto- 
matically set as constant. Toshiba have 
recently concentrated on the business 
calculator end of the market. 

The other two new models are in the 
Sharp range distributed by Bosco. Both 
calculators — models 8002 and 8100 - have 
8-digit display, per cent key, constant 
store and clear entry key; in addition, 8100 
has a direct entry memory, sign change 
and square root key. Prices are £19°95 
and £3450 respectively. An optional 
mains adaptor is available. 


ADM Business Machines Ltd, ADM 
House, Windmill Road, Sunbury on 
Thames TW16 6HR. 


Bosco Ltd, White Hart Parade, River- 
head, Sevenoaks, Kent. 


Telephone Loudspeaking 
Unit 
THE FONADEK has been around for 25 
years now, and will be familiar to many 
readers. When a standard Post Office 
hand-set is placed in the cradle it converts 
the telephone into a loudspeaking unit. 
In view of the popularity of loud- 
speaking ‘hands-off’ intercom systems, 
many people must find it convenient to 
have their hands free during a telephone 
conversation. Fonadek have now intro- 
duced a new unit made from the same 
ABS plastic as the Post Office use for their 
telephones. It sells for £23-95 (plus 
VAT) — some £2°50 less than the unit it 
replaces. 


Fonadek International Ltd, Albany 
Road, Harborne, Birmingham B17 9JS. 





The re-styled Fonadek for ‘hands-free’ telephoning. 
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Letters 


Professional Independence 


$i, - In your article on ‘Professional Independence’ last week, 
= you seem to me to be far too complacent about the present 
~ situation as regards auditors. 
` ` Auditors are in theory appointed by the shareholders and in 
` theory can be changed by the shareholders. In practice, by the 
= use of proxies, the directors have control over both their 
_ appointment and removal, as well as over the fixing of their 
| remuneration. In my opinion two reform measures are long 
overdue: 
_ (t) Directors should not vote in person or by proxy on the 
appointment or removal of an auditor; and 
_ (2) There should be a scale of compensation for loss of office 
payable to an auditor who is dismissed after some years 
of service; say three years’ fees after ten years’ continuous 
K service. 
__ It is probably not practicable and not desirable to alter the 
__ usual arrangement whereby the audit fee is agreed with the 
| directors but disclosed in the accounts. 


Yours faithfully, 
D. E. F. GREEN. 
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E, London NWS. 


The Money Supply 
_ Sir, — Mr Griffiths has muddied the water nicely with his 
_ introduction of the ‘multiplier’ concept into the money supply 
= argument (November 21st issue). 
= Keynes made use of this theory, attributed to R. F. Kahn 
In 1931, in his famous book How to pay for the War and was 
able to argue that for a given amount of extra spending power 
` injected into the economy there would be a multiplying effect 
e was not sure how much) because the money injected would 
spent several times, not once. In that sense he was referring 
_ to the velocity of circulation too; but we can now see that unless 
_ this extra spending power is directed into profitable channels 
and not, for example, war, the multiplier effect does not lead 
any increased prosperity overall. 
If it did, then logic would compel one to argue that x amount 
` of the original injection could be withdrawn and destroyed 
= once the multiplying effect had exhausted itself. Mr Griffiths 
_ Says the formula is an ‘established truism’ dating from 1682 
but. of course, as with the ‘marginal propensity (to save)’ which 
` is the denominator for his ‘x fraction’, it is based on an assump- 
tion about people which is true today and false tomorrow. 
= However, to return to the argument about whether banks 
_ can create credit, which is really the core of Mr Albrow’s 
_ argument, ask any banker operating on an 8 per cent liquidity 
_ ratio, and having just one deposit of £100 whether he is pre- 
pared to lend £1,150 to another customer on the basis of that 
one deposit — the answer will be a resounding no. What he is 
prepared to do ~ subject now to the Bank of England’s minimum 
reserve ratio of 124 per cent and after having paid over, out of 
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his customers’ deposits, the special deposits insisted on by the 
Government — is to lend out, against suitable collateral, the 
balance of these deposits at today’s fairly high rates of interest. 

As I said in my article on October 24th, subject to the 
current government regulations, a banker lends to customers 
monies deposited with him by other customers, but he has to 
balanee his books. He certainly cannot lend money he has not 
got. His purpose in lending money is to make a profit on his 
business of handling money and to enable other businesses to 
make profits as well; i.e., to make money ‘work’. If all his loans 
were to people who just spent the money on consumption goods, 
he would very soon be out of business and the nation would be 
bankrupt. 

Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, Sea 


Sir, ~ With reference to Mr 'Trigwell’s original article, “The 
Money Supply’, my letter published on November 14th, and Mr 
Trigwell’s response, he has not understood the point I made 
in my letter that an original deposit of £100 cash into the 
banking system can create credit balances in various bank 
accounts considerably in excess of £100, the excess being 
matched by overdraft facilities in other bank accounts. Provided 
nobody withdraws money from the banking system (payments 
being by transfer from one account to another by cheque) the 
spending power of the original £100 has been multiplied several 
times over. 

Of course Mr Trigwell is right in saying that the day of 
reckoning comes if the original depositor wants his cash back. 
The banking system is based on the assumption that all de- 
positors are unlikely to ask for their money back on the same 
day, but nevertheless I specifically made the point that a with- 
drawal of money from the banking system (i.e., a withdrawal 
other than by cheque in favour of another bank account) is 
highly deflationary, reducing the total spending power of the 
system by several times the amount withdrawn. 

I am quite happy in my own mind that I understand this 
particular aspect of the relationship between the supply of 
currency, total spending power and its implications for inflation; 
but I am only a country practitioner and there are very many 
aspects of inflation which I find difficult to understand, partly 
through imperfect theory and partly through lack of access to 
vital facts. Inflation and variations in economic activity hit in 
unexpected ways and I would like the opportunity to compare 
views and experiences with Mr Trigwell and any other ac- 
countants, bank managers or the like, so that we could draw 
conclusions from a broader base of mutual experience than any 
individual can have. 

If Mr Trigwell or anybody else feels that a get-together of 
this kind would be useful, perhaps they would contact me. 
Possibly Moorgate Place would be a convenient venue. 


Yours faithfully, 


48 High West Street, EDGAR A. ALBROW, F.c.a. 


Dorchester, Dorset. 


Taxation of Stock Profits 


Sir, — Perhaps I can explain to Mr C. Pryke (November 14th 
issue) what I, at least, understand by stock profits. 

In the form of an example, let us consider a hypothetical 
firm buying and selling grommets. At the beginning of its 
financial year our firm had a stock of one grommet, value £100. 
During the year the firm bought two more grommets, at a 
cost of {200 and £300 each respectively, and sold two. Thus 
at the end of the year the stocks of grommets were at the same 
level as at the beginning, namely one grommet was in stock. 
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thoroughly developed and academically researched as others. 


‘This is a pity’, the President continued, 
‘because there is substantial evidence 
that where accountants have concen- 
trated on the special problems which 
arise, and have sought and obtained the 
co-operation of their clients, considerable 
benefit has accrued to the client’s enter- 
prise.’ 


Typical role 


Typically, the accountant who served 
agriculture was a practitioner in the small- 
to-medium firm. Mr Sharp pointed out 
that this section of the Institute’s mem- 
bership — possibly because it, too, like 
agriculture, was fragmented — often felt 
that it was neglected. 

‘The Council fully recognizes its 
continuing responsibility towards the 
smaller practitioner’, the President de- 
clared. ‘That responsibility is just as 
great as that to which other sections of our 
membership are entitled, and we have 
various means of helping those members 
under active consideration.’ 


Professional services 


Mr Sharp was responding to the toast 
of ‘The Institute of Chartered Account- 
ants in England and Wales’, felicitously 
proposed at short notice (in the unfore- 
seen absence of Mr E. R. Harrop, 
President of Rotary International in 
Great Britain and Ireland) by Councillor 
Leonard Broughton, Chairman of the 
Lancashire County Council. 


Drawing on his own recent experience, 
Councillor Broughton mentioned the 
formidable burdens presented by local 
government reorganization; problems 
which, he said, could be solved only with 
the assistance of professional bodies of 
such standing as the Institute. Financial 
administration was inevitably one of the 
major concerns of local government. 


by the President of the North-West 
Society, Mr Raymond Dunn, F.c.a, 
Responding, Mr P. D. Inman, T.D., D.L., 
LL.B., Chief Executive and Clerk of 
Lancashire County Council, claimed 


that Lancashire was one of the few local 
authorities to have retained the title of ` 
‘Clerk’ for its principal oficer, and to 
have so far resisted the inroads made by 
treasurers and finance officers on a posi- 
tion which had long been regarded as a 
preserve of the legal profession. 





Mr Kenneth Sharp, T.D., M.A., F.C,A.. President of The Institute of Chartered Accountants in 


SC 


England and Wales, found himself in congenial company at last week's annual dinner of the 
North West Society of Chartered Accountants. Photographed with him are (/eft to right) 
Councillor Leonard Broughton, Chairman of Lancashire County Council, the President of the 
North West Society, Mr Raymond Dunn, F.C.A.; and Mr P. D. Inman, T.D., D.L., LL.B., Chief 
Executive and Clerk of Lancashire County Council. 
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Applying the usual FIFO stock movement principle the figures have to find the finance to support the added investment needed 
for opening and closing stock are: to prevent a drop in stock levels, d 
Opening stock beginning of year 1 grommet, value £100. No wonder then that such a pressure was put on the Govern- : 

Closing stock end of year 1 grommet, value £300. ment by industry to relieve the iniquity of taxes on ‘profits’ d 
Thus we can see that the cost of sales has been reduced by ` resulting pufely from inflation. G 

stock appreciation of £200, and the taxable profit correspond- y faithfull S 

ingly increased. Companies are taxed (or were until the last Water, De p: 

Budget) on all of this stock appreciation profit — and in addition London, N12. J. J. GABRIELCZYK. A 4 
E 

Accountants’ Help for Agriculture ` 

p for Agriculture ` 

L e ? 

President Stresses the Advantages — 

HE role which accountants, in particular the small and medium-size practitioners, ‘I have the highest admiration for the E 
could playin helping the agricultural community-one of Britain’s major industries- aims of your Institute, Mr President, 
was highlighted by Mr Kenneth Sharp, T.D., M.A., F.C.A., President of the English Councillor Broughton said, ‘and I wish | 
Institute, in Blackpool last week. Addressing the annual dinner of members of the you personally good health during your | 
North-West Society of Chartered Accountants, he described agricultural accountancy year of office.’ g 

as a field of specialization within the profession which had, perhaps, not been as The toast of ‘Our guests’ was proposed 











Leadership and the 
Social Contract 


Britain ‘Drifting Again into Crisis’ 


` tege plea for decisive leadership was again made by Mr Kenneth Sharp, 
T.D., M.A., F.C.A., President of The Institute of Chartered Accountants in England 
and Wales, speaking at last week’s annual dinner of the Liverpool Society of Chartered 
Accountants — the oldest of the Institute’s 18 district societies. He called upon the 
Government to ‘take the nation completely into its confidence’, setting out the ob- 


jectives which it was seeking to achieve. 
‘During the 2oth century’, said the 
President, ‘this country has been involved 
in three major crises. Two of them were 
wars and the third the intervening 
economic crisis. Each of those crises had 
one thing in common: we drifted into 
them. In each case there was a clear point 
— and that point could be seen at the time 
because certain contemporary individuals 
identified it — at which the subsequent 
tragedies could have been avoided by a 
simple act of determined leadership. I 
suggest that we are now approaching the 
fourth crisis of the 20th century, and that 
we are once again approaching it in a 
state of drift; once again, clear and 


_ determined leadership would enable us 


to avoid its consequences. 


Budget disappointments 


‘I had hoped that the Chancellor’s 
Budget speech [The Accountant, Novem- 
ber 14th] would display the exercise of 
that leadership, and I regret that it did 
not. I am not here criticizing the specific 
measures which he introduced. What I 
am questioning is whether he sees how 
those measures fit in with the plan for 
leading us through the times ahead. 

‘I believe that the Government must 
take the nation completely into its con- 
fidence — set out the objectives which we 
are seeking to achieve; set out the pro- 
gramme indicating the route which we are 
to take to get there; and state simply what 
the effects of this will be on the ordinary 
people of this country. The impression 
we have at the moment is that the Govern- 
ment have taken certain measures in 
reaction to events; measures which, 
frankly, even if not endorsed entirely in 
quantity, I endorse in principle; but they 
are reactive measures not in themselves a 
product of positive leadership. 

‘We are left hoping that the social 
contract will succeed. It may do — I hope 
it does — but it would in my opinion have 
more chance of success if everybody could 





see more clearly how it fits in with a 
comprehensive plan. 

‘There is, it seems to me, a regrettable 
tendency to play down the importance 
of the social contract. The fact that it is 
there, whether at the moment being ob- 
served or not, is very important. It 
symbolizes the acceptance by the TUC 
of a degree of public responsibility which 
has not been seen before. 


Public responsibility 

‘Since the days of Magna Carta, when 
any special interest has sought to arrogate 
to itself monopoly power, it has either 
simultaneously had to accept a high 
degree of self-restraint in the exercise of 
that power or has had ultimately to be 
subjected to the will of Parliament. The 
leadership of the TUC has, fortunately, 
accepted the former course and we must 
as individuals, whether we are chartered 


PETE 





Pe 


accountants, whether we are industrialists, 
or just members of the general public, 
endorse that decision and seek to assist, 
whenever it may be in our power to do 
so, that leadership in the persuasion of all 
its members.’ 

Mr J. B. Bibby, M.A., chairman of 
J. Bibby and Sons Ltd, who proposed 
the toast to the Institute, said he did not 
subscribe to the view that standards of 
business integrity in this country were 
low. On the contrary, he believed that 
they were very high indeed, and certainly 
higher than in most other parts of the 
world. There were inevitable temptations 
and pressures to which businessmen at 
all levels were subject and to which a few 
inevitably — and, sometimes, spectacu- 
larly — succumbed. 


An intangible asset 


Integrity, like liberty, was an intangible 
asset whose price was eternal vigilance. 
Everyone present would, at some time in 
their lives, be called upon to play his or 
her part in defending it. The accountancy 
profession, with its happy combination of 
democracy and discipline, occupied a key 
position in defence of this country’s 
standards of business integrity. 

Integrity, he contended, applied not 
only to moral issues but also to what he 
described as ‘intellectual integrity’. This 
meant a refusal to accept sloppy argu- 
ments or convenient half-truths, to be 
bewitched by jargon or conned by the ‘in’ 
words and meaningless phrases so com- 
mon in business today. 

The toast of ‘Our guests’ was proposed 
by Mr K. A. Allan, F.c.a., President of 
the Liverpool Society, and Mr J. A. 
Johnson, M.A., responded. 





The President of the Liverpool Society of Chartered Accountants, Mr K. A. Allan, F.C.A. (second 


from left) with his principal guests at the Society's annual dinner: Mr J. B. Bibby, M.A, 
chairman, J. Bibby & Sons Ltd; the Lord Mayor of Liverpool, Councillor J. R. Wilmington; 
Mr K. J. Sharp, T.D., M.A., F.C.A., President of the English Institute; and Mr J. A. Johnson, 


M.A., one of the speakers. 
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STUDENT ROUNDABOUT 


Overseas Students’ 
Success in ICA Exams 


S many as six of the eight prizes 

in the September Intermediate 
exams of The Institute of Chartered 
Accountants in England and Wales were 
awarded to overseas students. 

First Place and the Stephens Prize were 
won by Anil Kumar Khanna who is 
with the London office of Kidsons. He 
is the son of a Past-President of The 
Institute of Chartered Accountants 
of India, Mr R. K. Khanna, senior 
partner, R. K. Khanna & Co, of New 
Delhi and Bombay, the Indian firm 
associated with Kidsons through Douglass 
Fox Kidsons International. 

Educated at Delhi University where 
he graduated with a B.A.(Hons) degree, 
Anil Khanna was undoubtedly influenced 
into entering the profession by his 
father and became articled to Mr R. W. 
Knox, A.C.A., a partner in Kidsons’ 
London office, last year. 

Only 21, his considerable achievement 
in the exams — it was his first attempt — 
can be attributed to studies with the 
Financial Training Company supple- 
mented by his firm’s ‘in-house’ facilities. 
In the words of his principal, ‘he deserves 
his success; he is, by nature, an extremely 
industrious worker and I am confident 
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that with his abilities he will make a 
good accountant’. 

David Boardwell, of Manchester, was 
awarded Second Place and the Flight 
Lieutenant Dudley Hewitt DFC Prize, 
and the other non-overseas prizewinner 
was Derek Palin, of Rochdale, who won 
the Frederick Whinney Prize. 

A full list of prizewinners and candi- 
dates appears as asupplement to this issue. 





CASSL General Meeting 


THE new rules adopted at the last annual 
general meeting of London CASS re- 
quire that, in addition to the annual 
general meeting in June, an ordinary 
general meeting must be held in Decem- 
ber of each year. 

This December’s meeting will be held 
on Monday the 16th at 6.30 p.m. in the 
Council Chamber of the Institute when 
delegates will be elected to the March 
Conference of ACASS. Elections will be 
conducted by means of the system of the 
single transferable vote. 

The December meeting is important 
for two reasons. First, it is at the March 
Conference of ACASS that the ACASS 
Executive Committee is elected. In this 
election the voting strength of each 
member society is more or less propor- 
tional to each society’s student member- 
ship. The four London delegates, there- 


debate 


fore, have a great deal of influence on the 
ACASS executive election. 

Secondly, the meeting provides a wel- 
come opportunity for the existing policies 
of the Society to be endorsed or amended. 

The meeting promises to be a lively 
one; a full debate is anticipated on the 
salaries campaign, on education and 
training, and on proposals for a national 
students’ society. Two minor changes in 
the rules have also been proposed. 

All members of the Society are strongly 
urged to attend -free drinks will be 
served after the meeting! — but those who 


are unable to be present should complete: 


the proxy forms available from the 
Society, 43 London Wall, London EC2B 
5TB. On completion, they should be sent 
to the Honorary Secretary at the Society’s 
offices and should reach him not later 
than Sunday, December 15th, at 6.30 p.m. 





ACASS CAREERS HANDBOOK 


Tue second edition of ACASS’s Careers 
Digest/Hancbook has made its welcome 
appearance — and a much improved ver- 
sion on its predecessor it is too. Now in 
A4 size compared with 54 x8 in. of the 
first edition, and with glossy covers, it 
extends to 32 pages. 

Compiled and edited by Mr George 
Ormrod, B.A.(oxON.), an ACASS Coun- 
sellor, who is joint managing director of 
Gibson Ormrod Associates Ltd, the 
booklet certainly fulfils a much needed 
service in providing information on career 
opportunities for newly-qualified ac- 
countants, and particularly for those about 
to qualify. 

There are as many as 25 contributed 
articles covering such subjects as 
secondment, insolvency, computer audit- 
ing, merchant banking, taxation and 
working abroad. In addition, there is all 
the information on ACASS which stu- 
dents (and principals) need to know. 

In an introduction, Paul Hendrick, 
President of ACASS, rightly points out 
that in an ever-widening range of career 
opportunities there is the daunting pros- 


pect that although for the newly-qualified 


accountant there is no shortage of advice, 
much of it leads up blind alleys. This is 
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something, he says, which ACASS has ` 


recognized for some time, and it is with ` 


this in mind that the publication of the 


Digest should assist both students and ` 
newly qualified members in charting a ` 


course through dithcult waters. 


PRESTON’S FIRST 
RESIDENTIAL COURSE 


Preston CASS chose as the subject for 
their first, recently held, residential three- 
day course, the audit of computer based 
systems. The venue was Blackpool and 
the course was presented by partners of 


the Huddersfield and Preston offices of © ie 


Armitage & Norton. 
A visit to the Guardian Royal Exchange 
Assurance Group’s computer installation, 


at Lytham, provided helpful practical ` 


‘back-up’ to the sessions on computer 
fundamentals, and the major part of the 
course was devoted to auditing computer- 
based systems, together with sessions on 


DP organisation, systems development — 


controls and management letters. 


The event was an undoubted success, ` 
being attended by nearly 120 members. 
Resulting from this good support, the 


Society is planning to hold two more 
courses on tax and accounts in the near 
future. 

Members wishing to see the Society 
broaden its activities, and with ideas for 
consideration should contact the Secre- 
tary, Ian Hodgson, c/o Titus Thorp & 
Ainsworth, 1 Winkley Street, Preston. 


i 





CERTIFIED STUDENTS’ 
SUCCESSFUL COURSE 


Tue Central London Society of Certified 
Accountants recently held a successful 
case study for students studying for 
sections III, IV and V of the Association’s 
exams. 
3 The case study was based on a real 
= company which provided an excellent 


= opportunity for students to gain experi- 


= ence and to adapt their theoretical knowl- 
edge to an actual situation — particularly 
as more and more of the Association’s 
= examination questions are based on prac- 
tical problems. 
_ Approximately 40 attended the course 
= which was held on two consecutive 
_ Saturdays. On the first Saturday, when 
_ the lecturer was Mr Brian Hatt, r.c.a., 
_ students were introduced to the company 
-by way of an investigation into its aftairs, 
= followed by an examination of the 
-= company’s accounts and the production 
KE: 


of accounts to comply with the Com- 
panies Acts. 

The final session consisted of preparing 
a budget for the following year. This 
produced many and varied results, bring- 
ing out many differences of opinion. 

The following Saturday, a speaker 
from the Inland Revenue Share Valuation 
Office led the first session which dealt 
with valuation of the company’s shares 
for estate duty purposes. Mrs M. 
Moullin, A.c.c.a., FILL, then gave a 
talk on corporation tax liability and 
students were formed into groups to work 
through the company’s computation. 

After lunchbreak, the company re- 
ceived a creditor’s petition for winding up 
and Mr R. S. Waldron, F.C.A., F.C.C.A., 
lectured on the law and accountancy 
aspects of this new situation. To com- 
plete the case study, students were 
formed into several boards of directors 
to propose alternative ‘rescue? schemes. 





Education or Examination? 


Sir, ~ I see from the article, Education or 
_ Examination? (‘Roundabout’, November 
_ 21st), that ACASS suggest a number of 
_ changes in professional training, among 
_ them continuous assessment and multiple 
_ choice questions. I believe this to be ill- 
` advised for reasons that I shall state later. 
_ My interest is in a related profession. 
_ Nevertheless, the suggestions under con- 
` sideration are of interest and concern to 
me as a qualified teacher and I should 
like to offer the following comments in 
_ the hope that they may be of assistance. 
__ First, I do not believe that the ‘open 
_ book’ type of examination in which the 
__ student has access to certain basic material 
is a valid test. It is no good students 
suggesting that conventional examinations 
` do not reflect real life situations; we have 
_ known this for very many years. The 
= point is that a competent professional 
= must carry within his head a great deal 
_ of basic information and the examination 
_ tests his capacity to achieve this. 
= Secondly, I believe ACASS to be right 
= when they criticise the lack of choice in 
~ examination papers. I have always made a 
_ point, when acting as an examiner, to 
_ follow the usual university practice of 
_ setting 9, 10, or more questions and re- 
- quiring the examinee to answer five of 
`. them. I do this on the grounds that I 
= wish to test the knowledge and ability of 
_ the student rather than to erect hurdles 
to trip him up. 
D Every examiner is well aware that it is 
perfectly possible to set a paper that will 
catch out all examinees, for there is no 
one — student or examiner — who knows 
everything that is to be known about the 
subject matter being examined. 
Thirdly, be very wary of so-called 


educational research. There is more 
rubbish produced under that head than 
anything else that I can think of. The 
value of any research in the so-called 
social sciences (which are anything but 
scientific but merely abuse statistical 
techniques, often from a basis of almost 
total ignorance — see The Significance Test 
Controversy, Ed. Henkel and Morrison 
(1970) Aldine Publishing Co, USA, and 
Butterworths, London — in which the 
authors refer to the lack of statistical 
ability often revealed) is at best marginal, 
and at the worst wholly harmful, being 
merely a reflection of current fashion 
at a particular time. Remember that most 
educationists are merely theorists with 
little or no practical experience. 

I doubt very much whether those who 
do badly in examinations will do any better 
in a practical situation. It is of the essence 
of an examination that the examinee 
should be stressed, for if he is incapable 
of coping with the stress of an examina- 
tion then I consider that he is quite 
incapable of dealing adequately with the 
stresses of real life. 

May I emphasize that it is the quality 
of examination standards, together with 
restricted entry, that has given the learned 
professions their elevated status and that 
it is right and proper, in the interests of 
the client, that those aspirants to profes- 
sional status who fail to reach the required 
standards should be excluded from the 
professions concerned. 

Fourthly, I believe that the adoption 
by any reputable body of continuous 
assessment would be a disaster and would 
lead to a significant lowering of standards 
because teachers will always give the 
benefit of the doubt (and perhaps more) 
to their students. 

Teachers have naturally a vested in- 
terest in the success of their students. An 
assessment by an external examiner 


frees the teacher and student alike from 
this situation. I agree that the vast 
majority of university students are in- 
ternally examined, but then the degree is 
not a licence to practise, and that is the 
important distinction between a degree and 
a professional qualification. 

Fifth and finally, the multiple choice 
question is surrounded by pitfalls for the 
unwary and the untrained, for unless 
multiple choice questions are carefully 
constructed and built into an appropriate 
test and validated before use they will not 
only be ineffective but positively mislead- 
ing. It can be argued that they represent 
a method of testing a great field of factual 
knowledge in a short space of time but 
then there is the problem of ensuring 
that the questions set fairly cover the 
area of the examination. All that has been 
achieved is (a) to exchange one problem 
of examining technique for another and 
(b) to keep up with the educational Joneses 
by adopting the current ‘in’ method. 

My experience is that the essay-type 
question remains, despite its well-known 
defects, the most appropriate method of 
testing available to us. Of course, it does 
demand a certain level of literary ability 
from the examinee but then surely one 
should expect this from a candidate at a 
professional examination? 


Yours faithfully, 


JOHN LAURENCE, 
L.C.P., DIP.A.E.S.(Newcastle), F.C.1.S. 


Sunderland. 


Essex Students Unite! 


Sır, — In ‘Roundabout’ last week, you 
published a letter from Mr D. E. Heady, 
F.C.A., Secretary of the South Essex Society 
of Chartered Accountants. In his letter, 
Mr Heady while discussing the plight 
of the South West Essex Chartered Ac- 
countants’ Students Group, blamed 
CASSL for its apathetic approach to- 
wards the Essex students because its 
representative has not attended any of the 
relevant meetings of the South Essex 
Society. 

Although Mr Heady is quite correct 
in stating that the South Essex representa- 
tive has not attended any of the meetings, 
the reason for the lack of attendance was 
certainly not apathy. The unfortunate 
lack of attendance was due to the untimely 
departure of our original representative 
for Geneva. However, as I have now been 
officially appointed as a representative 
from CASSL the situation has been ` 
rectified. 

Mr Heady also states that principals may 
be partly to blame for the lack ot student 
interest. I have, so far, received only one 
reply to the original plea for support which, 
published on October 31st, urgently 
requested students and principals to 
contact CASSL. Is this not true apathy! 

Yours faithfully, 
C. R. MANTERFIELD, 
CASSL REPRESENTATIVE TO SOUTH 


Essex SOCIETY OF CHARTERED 
ACCOUNTANTS. 
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Notes 


and 
Notices 


PROFESSIONAL NOTICES 


Eric Naparro & Co, of 3/4 Great 
Marlborough Street, London WrV 2AR, 
151 Putney High Street, London SW15 
ITA, and 58 High Street, Heathfield, 
Sussex, announce that Mr N. T. Woop, 
F.C.C.A., ceased to practise as LENTON & 
Co at the close of business on October 
31st, 1974 and from November 1st, 1974 
LENTON & Co has become an associated 
firm of Eric Naparro & Co, whose 
partners are Messrs E. J. N. NABARRO, 
R. F. Arxins and B. A. PENDRY. Mr 
Woop has become a consultant with 
Ertc NABARRO & Co. 

LEsLIE A. WARD & PARTNERS, of 3/4 
Great Marlborough Street, London W1V 
2AR, 151 Putney High Street, London 
SWrs ITA and 58 High Street, Heath- 
field, Sussex, announce that Mr N. J. 
JAMES, F.C.A., has retired from the 
partnership. The remaining partners are 
Messrs E. J. N. NABARRO, R. F. ATKINS 
and B. A. PENDRY. Mr James has com- 
menced practice from 20 Wray Park 
Road, Reigate, Surrey, and is now a 
consultant with Lrstm A. WARD & 
PARTNERS. 


APPOINTMENTS 


Mr David James, F.C.A., has been 


appointed manager of Barclays Bank 
(London and International), Birmingham 
Region. BALI is the UK merchant 
banking branch of the Barclays Group. 





Mr D. James 


Mr K. Mauger 


Mr Kenneth Mauger, F.c.1.s., pre- 
viously chief accountant of S. & M. 





Hotels, has become chief accountant of 
Grosvenor House. 

Mr R. S. Lockhart, B.sc.(ECON.), F.C.A., 
has become chief accountant of the 
Dunlop-Angus Belting Group. " 

Mr Andrew Shutt, a.c.c.a., has been 
appointed assistant chief accountant of 
British Chrome and Chemicals. 


OBITUARY 
Mr K. Buckley Edwards 


It is with regret that we record the 
death on November 21st, aged 75, of 
Mr Kendrick Buckley Edwards, Bar- 
rister. A prolific writer on taxation and 
company law matters, Mr Buckley 
Edwards contributed to The Accountant, 
and to contemporary accounting and 
legal journals, over a period of many 
years. 

Called by Gray’s Inn in 1931, he 


practised mainly in Liverpool, and 


latterly in London as well. For a con- 
siderable number of years he served as 
legal member of the Mental Health 
Review Tribunal. 

To Mr Buckley Edwards his work 
was his life, but he did find time for his 
great interest in investment and the 
stock market. His recreations included 
reading — usually historical biographies — 
and visiting North Wales, where he 
enjoyed walking. 


Mr Leonard Ross, F.C.A., F.T.1.1., 
a former President of The Institute of 
Taxation, died on November 13th. He 
was in practice on his own account for 
many years in Telford, Shropshire. 

After service in the Royal Navy 
during the First World War, Mr Ross 
qualified as a chartered accountant in 
1924 and became a Fellow of The 
Institute of Taxation in 1931. He sub- 
sequently served as a Council member 
of the Institute and was President from 
1939 to 1944. | : 

For his services to the Roman Catholic 
Church, the Pope conferred on Mr Ross 
a Knighthood of the Order of St Gregory 
the Great. 


VAT INCREASE ON MOTOR 
SPIRIT 


Retailers of motor spirit have been re- 
minded by the Commissioners of Customs 
and Excise of the need to segregate 
supplies subject to the 25 per cent VAT 
rate. The effective date of this change, 
November 18th, falls part-way through a 
VAT period for almost all retailers. 
Users of any of the special retail VAT 
schemes will be able to continue using 
them. ‘Normal’ tax invoices, however, 
must segregate supplies subject to the 
25 per cent rate, nor may 25 per cent- 
rated and standard-rated supplies be 





shown together on a ‘less detailed’ 
invoice for supplies of £10 or less. 
Further instructions are given in Cus- 
toms and Excise Notices Nos 743 and 744, 
issued from King’s Beam House and 
available through local Customs and 
Excise VAT offices. 

To quote from Notice No 744: “The 
VAT fraction corresponding to the 25 per 
cent rate, which has to be used in cal- 
culating VAT from tax-inclusive amounts, 


is one-fifth. No ready reckoner is being 


provided for this fraction’. 


GIRO CASH-ON-DEMAND 
LIMIT INCREASED 


The amount of cash that can be with- 
drawn on demand from post offices 
has been increased from November 4th 
to £30 for all National Giro’s personal 
account customers. This is designed to 
meet customer needs, and the changing 
value of money. 

At present, Giro customers with 
standard accounts can cash girocheques 
for up to £20 at two nominated post 
offices; customers who hold Giro gold 
cards can already withdraw up to £30, 
and this is unchanged. Gold card holders 
are also able to cash girocheques at any of 


the nationwide network of more than 


21,000 post offices. 


INDUSTRIAL BUILDINGS 
In his Budget Statement the Chancellor 


of the Exchequer announced two pro- | 


posals which will apply to expenditure on 
industrial buildings. 

First, it is proposed to increase the 
initial allowance from 40 per cent to 50 
per cent for expenditure on the construc- 


tion of industrial buildings (and this will ` 


include improvements and additions to 
existing buildings) incurred after Novem- 
ber 12th, 1974. 


Second, it is proposed to introduce a 


roo per cent first year allowance for 
expenditure incurred after November 


12th, 1974, in adding to an existing ` 
industrial building any insulation against ` — 


loss of heat. Unlike the first proposal, this 
will apply to expenditure on existing 
buildings only. 


WARWICKSHIRE SOCIETY’S 
SSAP AND ED COURSE 


A major expansion has recently been 


taking place in the courses programme — 


of The Warwickshire Society of Char- 
tered Accountants. The next in the 
Society’s series of ambitious courses 
takes place on December roth at War- 
wick University when a one-day meeting 
will be held on ‘Statements of Standard 
Accounting Practice (SSAPs) and Ex- 
posure Drafts (EDs)’. 

The course will be under the joint 



































direction of Mr Graham Corbett, F.c.a., 
a partner in the London office of Peat, 
Marwick, Mitchell & Co and Chairman of 
the Institute’s Committee on SSAPs, 
and Mr Simon Pomeroy, M.A., A.C.A., 
a partner in Peat’s Bristol office. 

F Sessions will deal with SSAPs 1 to 
- Band EDs 6, 11, and 13. The one on 
T SSAP 6 - extraordinary items and prior 
year adjustments — will make use of 
the Institute’s closed circuit television 
` presentation of the subject which the 
Society can claim to be the first use of 
the ‘package’. 

Applications to attend should be sent 
immediately to Mr Anthony J. Mead, 
.C.A., c/o Daffern & Co, 29 Warwick 
Road, Coventry CV1 2ES, together 
‘with course fee of £7: 


ICA RE-ADMISSIONS 


“The Institute of Chartered Accountants 

in England and Wales announce the re- 

= admission to membership under bye-law 

93 of Derek Roy Judd, F.c.a., Godalming, 
Surrey. 


SOUTH-EAST LONDON GROUP 
_ The inaugural meeting of the South-east 
` London Group of Chartered Accountants 
KE was held in Bromley on Monday of this 
week. Mr Brian Jenkins, M.A., F.C.A., 

Vice-President of the London and Dis- 
= trict Society, chaired the meeting, the 
= main speaker being Mr Alan Hardcastle, 
= -F.C.A., a member of the Council of the 
Institute and immediate Past-President 
_ of LDS. Some 140 people attended. 

-= Further details about the Group are 
available from Mr M. J. Blackwood, 
Fän 129 Village Way, Beckenham, 
ent. 


CONFERENCE ON 
ERNATIONAL BUSINESS 


7 puished speakers on ‘International 
Ysipess — Finance, Tax and Accounting’ 
fe Royal Lancaster Hotel on Decem- 
dér 11th and 12th, will include Com- 
© missioner A. A, Sommer, Securities and 
_ Exchange Commission, Washington; Sir 
_ Henry Benson, G.B.E., F.C.A., Past-Presi- 
= dent of The Institute of Chartered 
Accountants in England and Wales; Mr 
2 M. R. Harris, F.c.a., Director-General 
(Designate), Panel on 'Take-Overs and 
Bo Mergers; Lord Selsdon, Singer and 
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Friedlander, London, UK delegate to the 


Council of Europe; and Mr Mortimer M. 
Caplin, Caplin and Drysdale, Washing- 
ton. 

The conference, jointly organized by 
The Institute of Chartered Accountants 
in England and Wales and The New York 
Law Fournal, will review the current 
taxation, accounting, exchange control 
and other financial issues which par- 
ticularly affect international business. 

The fee for the two-day conference is 
£75+£6 VAT, including lunches and re- 
freshments. A Conference Dinner will 
be held at Chartered Accountants’ Hall 


_on Wednesday, December atb, and the 


charge for this additional function, at 
which numbers have to be limited, is 
£5+-40p VAT. 

Applications should be sent to the 
Courses Department, Chartered Ac- 
countants’ Hall, Moorgate Place, London 
EC2R 6EQ (01-628 7060), 


PRACTICAL AUDITING 
DISCUSSION GROUP 


The December meeting of the Chartered 
Accountants Practical Auditing Dis- 
cussion Group will be held on Tuesday, 
December 3rd, in the penthouse, St 
Alphage House, 2 Fore Street, London 
ECz, when Mr Brian Smith, F.c.a., will 
introduce the subject of ‘Audit implica- 
tions of inflation’. 

Members wishing to attend should 
contact Miss Marjorie Mannington at 
Sydenham, Snowden Nicholson & Co, 
27 Martin Lane, Cannon Street, London 
EC4R oDU (01-623 3401). 


INVESTMENT ANALYSIS AND 
THE OUTLOOK FOR 1975 


The fourteenth advanced seminar on 
portfolio investment, organized by Giles 
Taylor Ltd, will consider investment 
analysis — some topical questions and the 
outlook for 1975. The seminar will be 
held on December 3rd and 4th at the 
Bonnington Hotel, Southampton Row, 
London WC1. 

Topics to be discussed fall into three 
broad areas - equities, gilts and interest 
rates, and the general economic problem. 

The fee of £60 plus VAT includes 
speakers’ notes, refreshments and lun- 
cheon. Further information is available 
from Giles Taylor Ltd, 17 The Avenue, 
Wanstead, London Err 2EE. 


JOHN FOORD & CO. 


INDUSTRIAL VALUERS 
BUILDINGS, PLANT & MACHINERY 
61 QUEEN’S GARDENS, LONDON WC2 3AH 








STAFF MOTIVATION AND 
DEVELOPMENT COURSE 
Accountants attending a new one-day 
course at Chartered Accountants’ Hall 
on Wednesday, December 4th, will have 
an opportunity to study current aspects 
of staff motivation and development, 
including the latest trends in the expec- 
tations of managers, supervisors and cleri- 
cal staff, the techniques available to 
managers in meeting those requirements, 
and the role of trade unions and employee 

associations. 

Under the direction of Mr B. J. West, 
V.R.D., M.A., F.C.A., finance director, 
Lonrho Ltd, the speakers will include 
Professor G. J. Bain, M.A., D.PHIL., 
Director of the industrial relations re- 
search unit, University of Warwick; 
and Mr P. L. Hancox, staff development 
controller, British Oxygen Co Ltd. 

The fee for this course is £32:40 
including VAT. Applications should be 
sent to the Institute’s Courses Depart- 
ment at Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ. 


SWINGTIME IN MOORGATE 


Like all of us, Benny Goodman had his 
problems — he suffered from sciatica 
and was sacked from one of his first 
jobs. But his influence on the clarinet, 
jazz, and ‘swing’ in particular, was 
inestimable. These were just some of the 
things the Chartered Accountants’ Jazz 
Appreciation Society learned from Mr 
Halmer Hudson’s talk on the ‘King of 
Swing’ at Chartered Accountants’ Hall 
on Wednesday of last week. 

Unfortunately, Mr Peter Clayton, 
who was to have given the talk, was 
unable to do so. Mr Hudson, however, 
was a more than adequate replacement. 
He played some 23 records featuring 
Goodman and his orchestra or his 
various smaller groups, between which 
he told of the clarinettist’s rise to fame 
and fortune — he earned £3,000 in 1932 — 
which reached its peak at the Carnegie 
Hall Concerts of 1937. 

After riding out with the band’s 
famous flagwaver ‘Sing, Sing, Sing’, 
the audience discussed over wine and 
cheese such choice matters as Benny 
Goodman’s fingerwork on ‘Running Wild’ 
and whether Gene Krupa really did put 
shredded newspaper in his bass drum. 
(Of course he did.) 
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The People’s Dispensary for Sick 
is the only Society founded 


for the sick and injured animals of 
those unable to afford private 
“veterinary fees. Its permanent 
treatment centres and mobile units 


in England, Scotland, and Wales 
alone. 

To continue its extensive veterinary 
and educational work the Society 
needs funds. It is work that many of 
your clients would support in their 
hearts. Some may wish to take the 
opportunity of endorsing this moral 


heir will. (Others who already give 


Animals was established in 1917 and 


exclusively to provide free treatment 


handle nearly a million cases a year 


upport with a charitable bequest in 


PDSA-~a cause near 
tothe hearts of many 


and some dont even know it 


financial support would no doubt 
wish to be reminded how this may 
continue after their death.) 

We will gladly send you further 
information about the work of the 
PDSA and matters concerning 
donations, bequests, legacies and 
covenants. 

Please contact: The Hon. Treasurer, 
People’s Dispensary for Sick Animals, 
PDSA House, South Street, Dorking, 
Surrey RH4 2LB. 
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Accountancy Tuition by the Metropolitan College for Examinations 


J.Dip.M.A., the highest award available 
to Accountants in Great Britain 


CERTIFICATE IN 


MANAGEMENT INFORMATION 


The Joint Diploma in Management Accounting Services 
(promoted by the three Chartered Institutes and the 
A.A.C.A., |.C.M.A., and C.I.P.F.A.) is for the purpose of 
improving the standard of Management Accounting 
Services which the profession can give to industry and 
to provide a qualification for accountants in industry 
and those acting as consultants to industry, the posses- 
sion of which will indicate the holder is wholly qualified 
by experience and by examination in this field. The 
Certificate in Management Information (sponsored by 
The Institute of Chartered Accountants in England and 
Wales and in Ireland) is for the purpose of encouraging 
eg 


l POST COUPON NOW! 


) Please send me without charge or obligation a copy of the College Accountancy Prospectus. 


j NAME 
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study in the increasingly important field of Business 
Administration and Organisation. 

The subjects of examination for the J.Dip.M.A. Part I, 
and C.M.I., for which the Metropolitan College provides 
expert postal tuition, are: Business Organisation and 
Administration, Design of Systems and Data Processing, 
Management Information and the Use of Analytical and 
Statistical Techniques, Financial Management and the 
Use of Accounting Information, J.Dip.M.A., Part Il 
examination comprises a thesis and a viva thereon and 
is open to candidates who have passed Part | examina- 
tion and have at least five years’ qualified experience. 
Those who qualify for the Diploma have the right to use 
the designatory letters J.Dip.M.A. 


B.Sc.(Econ.), 
F.C.A., Department A1/48, Metropolitan College, 


To the Principal, B. Mendes, 


Aldermaston Court, Reading RG7 4PW. 





Examinations are held annually, each October in London, 
Manchester, Glasgow, Belfast and Dublin. 








FAST AIRMAIL SERVICE FOR OVERSEAS STUDENTS 





Please write for full particulars to 


The Principal, B. Mendes, B.Sc.(Econ.), F.C.A., 
Department, A1/48, Metropolitan College, Alder- 
maston Court, Reading RG7 4PW. Also at the 
Metropolitan College Advisory Office, 4 Fore 
Street Avenue, Moorgate, London EC2Y 5EJ 
Tel: 01-628 2721 or 01-588 3488 
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“People often ask me ‘should 
I move?’ I assess their progress and 
sometimes advise them not to move 
at all. After all, if you give career 
7 advice it has to be impartial.” 







: So whois 
Douglas Llambias? 


One of these men is 
Douglas Llambias, ACA, 
ATII. The man who lends his 
name to Douglas Llambias 
Associates... the most 
comprehensive management 
and accountancy placement 
specialists in the country. 

If not Europe. 

The others are lan du Pre, 
ACA, Ronald Vaughan, 
ACMA, and our other quali- 
fied consultants. 

Which name fits which 
face doesn’t matter. 

When you come and see 
us you meet the right man, 
according to which direction 
you want your career 
to take. 

Each one knows his 
business. And the Consul- 
tancy’s wide range of clients. 
Big and small. From the 
Profession, Industry and 
Commerce. 

He knows them inside- 
out. 


Now he wants to know 
you, the same way. Your 
technical ability, prospects, 
aims, ambitions. It’s the only 
way he can advise you 
thoroughly. Matching your 
aspirations with his Client's 
specifications. 

Exactly. 

Then he'll tell you all 
about the job he has in mind 
...the location, conditions, 
etc. He knows because we've 
visited each Client personally. 
Or he may tell you you've no 
need to move at all. You may 
be better off staying where 
you are. It will always be 
sound advice. 

It all adds up to a very 
civilised way of career 
development. 

Call us anytime to 
arrange an interview. Talk to 
any one of us. 

The advice costs you 
nothing. But it could prove 
invaluable. 


Call us now—quoting ref: G.3. 
Douglas Llambias 

Associates Ltd., 410 Strand, 
London, WC2R ONS. 
Telephone 01-836 4086 and 

3 Coates Place, 

Edinburgh, EH3 7AA. 
Telephone 031-225 7744. 








151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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ONTROVERSY has arisen in recent weeks over the 
application from April 1975 of the change in the 
manner of sharing the cost of benefits, consequent on 
the coming into operation of Part I of the Social Security 
Act 1973. Professional bodies, including those representing 
accountants, have made representations to the Secretary 
of State about the increase in the contributions which will 
have to be made by their members who are self-employed. 
The contribution increase is real and considerable, but 
the issue is not a simple one. A self-employed man cur- 
rently makes a flat-rate contribution of £241 a week. 
From next April he will make the same flat-rate con- 
tribution, but will also have to pay a Class 4 contribution 
on the excess of his profits over £1,600 and up to £3,600 
at the rate of 8 per cent, so that it is likely that most self- 
employed accountants will have to meet an additional 
weekly charge of £3°08. Women will suffer an ever greater 
increase by reason of the flat-rate contribution also being 
increased by {0°40 a week to bring it in line with that for 
men. 

A substantial increase was inherent in the 1973 Act. 
Even if there had been no change in the level of benefits 
over that operative in October 1972 and incorporated in the 
1973 Act, the self-employed man would have suffered an 
increase from next April of £1130 a week and a woman 
£158 a week. In fact, the flat-rate pension for a single 
person of {11°60 a week, which will be payable from next 
April under the basic scheme, will be over 70 per cent 
higher than it was in October 1972 when it stood at £6°75, 
which figure was incorporated in the 1973 Act. Although 
other benefits will have been increased generally by about 
45 per cent, the bulk of the cost of benefits is represented 
by the retirement pension. 

The flat-rate contribution will also be about 45 per cent 
higher than it was in the 1973 Act, and this will represent 
the increase in contributions to be made by those self- 
employed persons whose incomes are sufficiently small 
for them to be liable to no, or only small, Class 4 contri- 
butions. Those men who pay the maximum Class 4 con- 
tributions will suffer an overall increase of 87 per cent. 
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If the heterogeneous class of self-employed persons — 
including unincorporated farmers, shopkeepers and other 
tradesmen, who are likely to be preponderantly in a small 
way of business, as well as professional men — is considered 
as a whole, it seems likely that the Government has not 
done much more than follow through the logic of its pre- 
decessors who, in introducing Class 4 contributions in the 
1973 Act, recognized that this involved a large element of 
redistribution of incomes. If the self-employed person 
compares himself with his employed neighbour who can 
receive some benefits (e.g. unemployment and industrial 
injury) denied to him, it is apparent that he will pay a 
lot more; this is in part due to the extent to which increases 
in contributions have latterly been levied on the em- 
ployer rather than on the employee. 

It is natural for some self-employed persons to compare 
their position as Class 2 and Class 4 contributors with what 
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1i tions in the report of the Long Range 
= Inquiry’. Among these reservations — 
_ the first individual expression of public sector require a different con- 


BC da de e IK. Sch Gre Le Mech, al e DE 
738 Ju A TOA ZER Të ET n 


` ek, ea Lais 
ie EANO 


it would be if they were to become incorporated and pay 
both primary (employee’s) and secondary (employer’s) 
Class 1 contributions. Such comparisons between their 
positions now and from April 1975 are compticated by the 
fact that flat-rate and graduated contributions currently 
payable will cease and be replaced by a single, earnings- 
related contribution of 53 per cent from the employee and 
8% per cent from the employer of all earnings up to £69 
a week, i.e. about £3,600 a year — the same upper limit as 
for Class 4 contributions. 

However, the position from April next will be that, if a 
self-employed person were to be incorporated, his con- 
tributions would increase from 8 per cent (as the flat-rate 
contribution of {2°41 a week corresponds to 8 per cent of 
the lower limit of earnings of £1,600 a year) to 14 per cent, 


OUN' 
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both percentages being charged on all his earnings up to 
£3,000 a year. 

As the recognized accountaney bodies have pointed out, 
the employer’s contribution would be allowable as an 
expense for tax purposes, and they suggest that relief 
should be given to the self-employed on a corresponding 
part of their contributions. The Government is entitled 
to ask, however, whether this is reasonable in the light of 
the considerable difference in the total contributions 
(primary and secondary Class 1 as against Class 2 and 
Class 4) which is not reflected to anything like the same 
degree in differences between the benefits available. 

The general question of the extent to which tax reliefs 
should be granted on contributions is discussed in a note 
on another page. 





EVERAL ‘conditions or modifica- 
tions’ have been suggested by the 
Chartered Institute of Public Finance 
and Accountancy as ‘the essential 


minimum which would enable it to 


approve in principle the reeommenda- 


opinion by any of the recognized 


= accountancy bodies, following the 


= CCAB statement featured in The 


~ Accountant 
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of November  a2ist — 
CIPFA is opposed both to the im- 
position of graduate entry as an ar- 
bitrary requirement and to the award 


_ of fellowship as a specialist post- 


qualification diploma. 
CIPFA’s present education and 


_ training requirements, it is pointed 


-= out, are designed to allow different 


= types of student to enter the profes- 
= sional education system at a point 
` appropriate to their level of attain- 


Ki 


i 
A8 
-o 
Me 
fe 


Ba 
"hi 


KS 


t 
E 


the public service recruit school- 
leavers as trainees and release them 
for the one-year foundation course. 
The Solomons proposals ‘seem to 
place an undue and undesirable em- 
phasis on a single method of entry into 
the profession’; their practical con- 
sequences ‘would be to defer the 
point at which employers make con- 
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-= CIPFA’s View of 
_ the Solomons Report 


tact with trainees by two academic 
years’. 

Further, CIPFA’s qualified profes- 
sional members are expected to be 
trained in aspects of accountancy, 
finance and financial management 
‘which relate to the public sector, 
and which over a large area of the 


cept and approach from that applic- 
able to the private sector’. This the 
Institute regards as ‘a wider and more 
fundamental issue than can be dealt 
with by including a few “special” 
studies in a curriculum and a few 
“specialist skills” in a training pro- 
gramme’. 


While strongly committed to the 
support of post-qualifying education, 
CIPFA sees no conclusive case in 
favour of a fellowship examination, 
and calls for wider publicity to be 
given to the number of specialist post- 
qualification degrees and diplomas 
which already exist. 

The CIPFA views, it is suggested, 
are ‘not inconsistent’ with the broad 
approach and recommendations em- 
bodied in the Solomons Report. Areas 
of broad agreement already include 
the clear distinction between the 
acquisition of knowledge and_ its 
application in a practical situation; 
that the educational elements of a 
student’s programme should be in the 
hands of the educational establish- 
ments; and that there should be a 
stated period of approved practical 
training, followed by a test of profes- 
sional competence, in addition to 
these educational elements. 





New Rule on Practising Certificates 


NEw conditions for the grant of a 
practising certificate will apply to 
members of The Institute of Chartered 


who were admitted on or after January 
Ist, 1974. Following changes made to 
the Institute’s by-laws last year, such 
members are required to gain ‘two 
years’ approved practical experience 
after admission’ before becoming elig- 
ible for a practising certificate. 

The requirement, which may be 
varied in due course, is now defined as 


‘experience of the work of a practising 
office covering a period or periods 
amounting in total to not less than 24 


_ ment. At present, many employers in Accountants in England and Wales months, provided that: 


(a) not less than 18 months shall have 
been spent whether exclusively or 
concurrently in the general fields of 
accounting, auditing and taxation; 
evidence shall be required as to the 
range and depth of experience 

_ gained in each of these areas; 


(b) not more than 12 months spent 
exclusively in any one of the above 
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three subject areas or six months 
in any other subject area shall be 
allowable as service reckonable 
towards the 24 month period; 

(c) where a member has been unable 
to meet the criteria at (a) and (b) 
above but considers that his case 
merits special consideration for any 
substantial reason, it will be open 
to him to apply for consideration 
under the ‘hardship’ provision; and 

(d) the member has worked through- 
out the 24-month period under one 
or more approved ‘supervising 
principals’ (see below) but no 
period of less than six months’ 
continuous service with any one 
principal shall count.’ 


‘Supervising principal’ is defined as 
a member of one of the English, 
Scottish or Irish Institutes of Char- 
tered Accountants who was authorized 
throughout the relevant period to train 
students in the United Kingdom or 
who was in public practice outside the 
United Kingdom and has been speci- 
ally approved by the Council to act as a 
supervising principal. 

For an initial period, as members will 
not previously have been aware of these 
details, ‘sympathetic consideration’ 
will be given to applicants whose 
experience does not match the above 
criteria precisely. Copies of a note on 
‘Practising Certificates’ may be ob- 
tained on request from the Institute, 


THE 
ACCOUNTANT 


term of from three to five years. 

As head of the government account- 
ancy service, he will have direct 
access to the Head of the Civil Service, 
and will provide advice on all aspects 
of the work, recruitment, employment 
and career prospects of professional 
accountants in government depart- 
ments. He will also have major 
responsibilities as accountancy adviser 
to the Department of Industry — 
which provides common services to 
certain other departments — for making 
a professional contribution to high- 
level planning and policy, including 
the management and use of the 








e 739 
Department’s professional account- 
ants. 

Specific criticisms of the previously 
existing government accountancy 
structure in the Melville-Burney re- 
port included unattractive career pros- 
pects and ‘an exceptionally unfavour- 
able age distribution’. Apart from the 
Head of Profession appointment, the 
report also recommended the intro- 
duction of flexible recruitment 


arrangements and accelerated promo- 
tion prospects, including the possi- 
bility of interchange with outside 
employers and of movement to ad- 
ministrative posts. 





quoting reference 7-6-1 SL 24. A party of Danish accountants were in London last week on an English-language course 


arranged in conjunction with the City Polytechnic. On Thursday they were entertained to | 
lunch at Chartered Accountants’ Hall. After lunch, there were two short talks by members of 
the Council of the Institute, Mr David Barton speaking on ‘The role of the Institute’, and Mr 
J. Forbes on ‘The British economy and the accountant's place in it’. The party was then taken 
on a tour of the Hall. 

Pictured above with Mr Douglas Morpeth, Chairman of the Overseas Relations Committee 
of the Institute (/eft) and Mr Barton (third left), are Jorgen Jensen, Jens Erik Jenson, Poul 
Henricksen and E. Moiniche, the leader of the party. 

In the lower picture is Mr John Hough, Secretary of the Institute (/eft), with Knud Jensen, 
Niels Egelund, Mona Jensen, Anders Colstrup and Eilif Iversen. 


Civil Service to appoint 
Top Accountant 


CCEPTANCE by the Government 
of the principal recommendations 
of the Melville-Burney report on the 
employment of accountants in the 
Civil Service (The Accountant, June 
28th, 1973) is to include the creation, 
within the Department of Industry 
establishment, of a designated ‘Head 
of Profession’ appointment for the 
government accountancy service. Ad- 
vertisements for this position are 
shortly to appear in The Accountant 
and elsewhere. 

The appointment, states the Civil 
Service Department, will be of Second 
Permanent Secretary rank, as recom- 
mended. in the report. The successful 
candidate is likely to be an accountant 
of outstanding professional calibre who 
is prepared to enter the government 
service, possibly on secondment, for a 
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Chartered Secretaries’ New President. 
Mr David Marwood, M.A., F.C.LS., secretary 
of International Computers Ltd, has been 
elected President of the Institute of Chartered 
Secretaries and Administrators for 1975. 

Mr Marwood, who is 51, was educated at 
Tonbridge School and went straight from 
school into the Army in wartime, completing 
his service as acting Major. Immediately 
after the Army he took an honours degree in 
economics and law at St Catherine’s College, 
Cambridge. 

Admitted to membership of the then 
Chartered Institute of Secretaries in 1955, he 
became a Fellow in 1958, and in 1964 was 
elected a member of the Council. 


A Century Ago 
The Accountant 
DECEMBER 1874. 


ACCOUNTANTS DIARY AND DIREC- 
TORY.—We have received advance 
sheets of the ‘‘Accountant’s Diary 
and Directory,” compiled by Mr. 
Alfred C. Harper, which will be ready 
for issue to the subscribers by about 
the second week in December. This 
is, we believe, the first publication of 
the kind brought out for the use of 
accountants, and Mr Harper certainly 
deserves to be complimented both 
upon his enterprise in undertaking the 
task, and upon the admirable manner 
in which the work has been carried 
out. In addition to a good-sized and 
convenient professional diary, ac- 
countants have here a mass of varied 
information well arranged for refer- 
ence, and likely to prove of great 
service in the course of every-day 
business. 


This diary, like The Accountant, has 
now completed 100 years of publica- 
tion. It is produced in pocket and 
desk editions, both containing many 
pages of information invaluable to 
accountants, and continues to be in 
high demand. 
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Retirement of 
Mr Leslie Millett 


HE retirement of Mr Leslie Millett 

at the end of this year from the 
secretariat at Portland Place concludes 
26 years of dedicated service as 
Assistant Secretary of The Institute 
of Cost and Management Accountants. 

Before his appointment in June 
1948 by Mr Stanley Berger, then 
Director and Secretary of the In- 
stitute, Leslie Millett was for 23 years 
on the staff of the Boy Scouts As- 
sociation, latterly as Warden of the 
Stepney Settlement. Six years of 
distinguished war service had brought 
him promotion to the rank of squad- 
ron leader and the award of the DFC 
and bar; he was also twice mentioned 
in despatches. 

Following his ICMA appointment 
(then, of course, the ICWA) Leslie 
Millett’s quiet efficiency and inherent 
friendly temperament, coupled with a 
spirit of determination and purpose, 
quickly identified his gift of working 
with people, and he was charged 
with the responsibility for branch 
organization. 

We acknowledge Leslie Millett’s co- 
operation and helpfulness over many 
years, and join his many friends in the 
ICMA and the wider profession in 
wishing him a long and happy retire- 
ment. 

Pictured here are Mr Millett (centre) 
with the Secretary of the Institute, 
Mr Tom Degenhardt, m.a. (left) and 
Mr George Milne, Assistant to the 
Secretary, who becomes Under-Sec- 
retary at the beginning of the New 
Year. 
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CCAB Views on 
Securities Market 


O case has been made out, in the 

view of the Consultative Com- 
mittee of Accountancy Bodies, for a 
statutory supervisory body to regulate 
the UK securities market. The CCAB’s 
comments, in response to an invitation 
from the Department of Trade, con- 
tain more than a hint that recent 
agitation for closer regulation of the 
market savours of ‘putting the cart 
before the horse’. 

The accountancy bodies, in their 
own words, ‘do not claim that the 
present system is perfect. But they 
think it is necessary to identify the 
problems before attempting to solve 
them. In their view, the balance of 
advantages is firmly on the side of 
self-regulation, and they would regret 
the introduction of a more authori- 
tarian system’. 

The full text of the CCAB mem- 
orandum is reproduced elsewhere in 
this issue. 


Tax Relief and 
Social Security 


ONG-TERM benefits under the 

Social Security Act 1973 will be 
taxable, as at present, in the hands of 
the recipients, and it would be natural 
to suppose that — contrary to the facts — 
the corresponding contributions would 
be treated as tax-allowable expenses. 
Employers’ contributions have always 
been so relieved, and until 1961 (when 
the graduated pension scheme was 
introduced) insured persons of all 
classes were given relief on the part of 
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their contributions attributable to 
taxable benefits. 

With the introduction of the gradu- 
ated scheme, the then Government 
was unwilling to contemplate the 
extra work involved for the Inland 
Revenue in coding, and subsequently 
adjusting, a relief in respect of 
an  earnings-related ` contribution 
which, being dependent on future 
earnings, could only be guessed 
beforehand. 

A flat-rate allowance in respect of 
national insurance contributions was 
given to all classes of insured persons, 


and this remained the position until 
1966 when, on the occasion of an 
increase of {20 per annum in the 
personal allowance, the allowange for 
national insurance contributions, 
which was then £22 for employed 
persons generally, was discontinued. 
In the light of subsequent changes in 
the level of contributions, this was a 
very bad bargain for the insured 
person. 

During the passage of the 1973 Act 
through Parliament, MPs on both 
sides of the House of Commons 
recognized that what was done in 


1966 had been unfortunate. 


From the Government’s point of `: 


view, any tax relief now introduced for 
the 
necessarily have a considerable effect 
on receipts from income tax. The 


benefit of contributors would ` — 






present Government will, however, ` 


have to face this problem in connec- ` — 


tion with its own proposed scheme for ` — 


earnings-related pensions, as outlined 


in the White Paper Better Pensions. ES 


After all that it said in Opposition in 


1973, the Government can now hardly — 
leave the extra contributions payable _ 


for such benefits unrelieved. 





THIS IS MY LIFE 


Hail and Farewell 


by An Industrious Accountant 


A R ago, our cost accountant resigned to take a post 
as financial controller to a furniture company, and he 
-behaved rather snootily when leaving. No future for 
accountants in departmental stores; fuddy-duddy old 
management outlook; no scope for initiative and innova- 
tion; were just a few of his parting shots. 

Consequently, I was surprised when he dropped in for a 
chat about future prospects in industry. He was doing 
dashed well himself, he declared cheerfully, as an executive 
staff re-organization in course of implementation would 
give him a posh post as administrator of all the branches. 
Well, only in the financial co-ordination side, admittedly, 
but the next step would probably be a seat on the board. 

I congratulated- him heartily. Hed always been un- 
commonly efficient, with plenty of drive; and, though his 
brusque approach had stepped on various toes injudiciously 
left in his way, I was glad to learn of his success. 

He wafled on somewhat thereafter, and at length 
revealed his problem: he wasn’t that happy in his job. Too 
many industrial roughnecks, an overbearing general 
manager, unskilled clerks in place of the expert accounting 
crowd he’d been accustomed to, a nosey assistant-GM, 
and all in all a regular repulsive rat-race. Sympathy was 
duly offered, and in return he laughed cheerfully and show- 
ed his hand. He’d like to come back to his old job with us; 
we'd worked dashed well together always. 

The suggestion came as a surprise. Wed missed him at 
first, but his successor was doing well. Such a return of the 
prodigal would disrupt the departmental organization 
and cause endless morale problems. Sorry and all that, but 
we couldn’t turn back the clock. 

With his new experience he could contribute some 
valuable assistance, he argued; indeed he had one or two 
very worth-while suggestions up his sleeve. We stood to 


gain a lot, he pressed, but somehow he sounded like old É 


Denis in the bridge club, whose intervening over-bid rings 
loud and confident when his cards are really shaky. 


Costs became surly at that stage, on the grounds that we — 2 
owed him a break after all his good work in the past, and we 
were proving damned bad colleagues anyhow. We parted _ 


on rather strained terms. 


The word got round, of course, and our people were 
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suitably impressed with his promotion and felt we'd pe. 
underestimated him in the past. Naturally I couldn’t ` — 


disclose his offer. 


A week later the personnel manager of a local firm rang 


me for a confidential chat about Costs, who'd applied to 
him for an assistant accountant’s job. I gave as good a _ 
report as was possible — the more so because the PM ` 
mentioned that the furniture outfit was in dire trouble, — 
dispensing with half its senior staff next month and 
closing down their major branches. . . . 
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Wide Interest in 


. Fiscal Policies 


= Canadian Tax Foundation’s 
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a ` From Our Canadian Correspondent 


_ Annual Conference 


ONFERENCES have always played an important role in the work of the Canadian 


* (Tax Foundation, and the attendance of nearly 1,500 registrants at its 26th annual 
Conference in Toronto last month afforded eloquent testimony to the continuing high 
, Jevel of interest in tax matters. Topics for discussion covered a wide variety of subjects 









` separation and divorce. 
_ Following an address of welcome by 
= the Chairman, Mr Robert H. E. Walker, 

QC., and brief remarks by the Presidents 
~ of the Canadian Institute of Chartered 
_ Accountants and the Canadian Bar 
Association (joint sponsors of the 
= Foundation), the first day’s general 
~ sessions were devoted to the implications 
~ of the tax and royalty treatment of the 
extractive industries and current issues 
Ëer, x SR 
= involving federal-provincial fiscal re- 
lations. 

zc At the next morning’s session, Mr J. 
Scott Peterson, of McMillan Binch, 
~ Toronto, joined a panel discussion on 
‘International Taxation and the 1974 
Budget’. Canada’s May 6th Budget, he 


oe 


said, should reverse the current trend of 
vc driving a number of Canadian-based 
-= — multinational corporations to more hos- 
`  pitable tax jurisdictions. Specifically, the 
_ Budget had relaxed the rules on foreign 
= accrual property income, dividend flows 
between foreign affiliates and foreign 
reorganizations. These changes were 
= fundamental to re-establishing Canada 
= as an hospitable base for the multi- 
© national corporation. 

Bi 


— Effect on non-residents 






"e voted to loopholes and the means adopted 
‘in the Budget for plugging them. He 
- summarized the principal changes in the 
e Canadian taxation of non-residents pro- 
=- „posed by the May 6th Budget as follows: 
L Payments by residents of Canada to 
non-Canadian partnerships will be sub- 
ject to the Part XIII tax. 

Non-resident partnerships which 
make deductible Part XIII payments 
to non-residents will now be required 
to withhold the Part XIII tax. 









= ranging from international taxation, corporate reorganizations and the impact of 
inflation and taxation on business profits to the tax and royalty treatment of the mining 
» and petroleum industries, estate planning, and the tax consequences of marriage, 





A non-resident whose business is carried 
on principally in Canada will be subject 
to Canadian Part XIII taxation on 
deductible amounts paid or credited to 
non-residents. 

The right to elect Part I taxation on 
Canadian source rental income is en- 
sured to non-resident partners; 

The section 216 (5) loophole in 
respect of non-residents who have 
claimed capital cost allowances while 
resident in Canada has been plugged, 
and recapture will arise upon a dis- 
position. 

Foreign corporations resident in 
Canada will have their Part XIV 
branch profits tax increased by the 
amount of any Part I deduction claimed 
in respect of taxable dividends received. 

Resident trusts will no longer be 
able to defer the Part XIII tax for more 
than 90 days in respect ef amounts 
payable, and therefore deductible by the 
trust, to non-resident beneficiaries. 





Mr H. H. Monroe, Q.C., speaking at the 
conference. 








The present denial of a deduction to 
a resident trust for payments to non- 
resident beneficiaries in respect of 
Canadian source business income has 
been extended to include certain capital 
gains and rental income as well. 

Options in respect of taxable Canadian 
property will themselves become taxable 
Canadian property. 

The anticipated exemption from Part 
XIII tax for government-guaranteed 
debt securities has been introduced but 
with the caveat that the lender be 
resident in a prescribed country. 

Mr Peterson said that tax deferral 
loopholes available to trusts had been 
plugged, and the technical deficiencies 
regarding partnerships and branches 
cured. The overall thrust of’ these pro- 
visions is to deny tax advantages to non- 
residents who do not conduct their 
Canadian operations through a resident 
corporation. 

Mr H. Arnold Sherman, c.a., Director- 
Taxation, Massey-Ferguson Limited, 
Toronto, reviewed the historical back- 
ground to the taxation of dividends from 
foreign affiliates, and the technical changes 
to meet technical problems of which the 
government has become aware over the 
past three years. A major question is the 
extent to which operating foreign affiliates 
should be ‘insulated’ from the Canadian 
parent by the interposition of one or 
more holding companies. 


Political considerations 


Some foreign countries, as he pointed 
out, have a tax system which encourages 
the payment of dividends; the foreign 
affiliates corporate tax liability can be 
minimized by maximizing the payment 
of dividends. If the dividend so paid were 
to be immediately subjected to Canadian 
tax, the saving might be lost. It is, there- 
fore, advantageous in such circumstances 
to interpose a holding company located 
in a jurisdiction which either does not tax 
foreign dividends or has a minimal tax on 
them and where the profits can be re- 
tained until they are required in Canada 
or for investment elsewhere. 

In other foreign countries, the political 
situation is so unstable that it may be the 
opinion of management of the parent 
company that, as soon as profits are 
available, they be remitted to a more 
secure location. The possibility of inter- 
posing a foreign holding company based 
in an appropriate jurisdiction is one which 
must be considered most carefully in these 
circumstances to avoid a Canadian tax 
liability arising as dividends are declared. 

Mr Sherman referred also to the case 
of profits generated in a country having 
no tax treaty with Canada and which were 
required for reinvestment outside Canada; 
there seemed no point in bringing them 
back to Canada, paying Canadian tax on 
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them and sending the balance out again. 
In this case, the proper choice of a host 
country for the foreign holding company 
would be critical. 

At the final general session, Dr John 
M. Boersema, School of Business Ad- 
` ministration, University of Western 
Ontario, addressed the conference on the 
subject of the impact of inflation on 
business profits. Noting that today’s 
Canadian dollar buys approximately 62 
per cent of the goods and services it 
bought in 1964 and only about 53 per 
cent of those purchased in 1954, he 
stressed the importance of whether 
financial statements should be changed to 
reflect changing prices. 

At the present time, everyone was 
looking for someone to blame for in- 
flation and the public and government 
were prone to jump on business for 
unjustifiable price increases, excessive 
profits, or just plain ‘rip-off’. Business- 
men, on the other hand, were quick to 
claim that present higher ‘profits’ were 
an illusion perpetuated by historic cost 
accounting. No one really knew what 
actual ‘profits’ were, and only the publica- 
tion of inflation-adjusted statements could 
settle the issue. 

Dr Boersema reviewed possible alterna- 
tive methods of adjusting financial state- 
ments. Ideally, he said, both changes in 
value of the dollar — general price level 
changes — and changes in value of specific 
assets should be accounted for. These 
alternatives could be broken down into 
two categories: (1) adjusting historical 
costs for changes in the value of the dollar, 
using one index measuring purchasing 
power; and (2) current value accounting. 


Research on current values 


These were not, as was sometimes 
thought, two conflicting methods of 
handling inflation; ideally, both should 
be used together. However, he recognized 
that current values were not yet practic- 
able, and certain current values — e.g., 
replacement cost — might not be always 
relevant. For this reason he agreed with 
the intention of the Canadian Institute’s 
Accounting Research Committee to re- 
commend general price level accounting, 
as ‘the next step while further research 
continues on current values’, and sug- 
gested that when a satisfactory consensus 
had been developed, then the ideal of 
adjusted current values could be imple- 
mented. 

He dealt with some of the objections to 
general price level restatements raised by 
financial analysts who preferred to use 
current values, and who had claimed that 
costs would probably exceed benefits. 
He pointed out, however, that none of 
those taking part in past studies, or who 
were presently preparing adjusted state- 
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ments on this basis in the United 
Kingdom, had made such a claim. ` 

He cited the case of British Printing 
Corporation, one of the first British 
companies to publish adjusted statements 
[The Accountant, April 5th and 26th, 
1973] who had found that the additional 
work load was extremely light, equivalent 
to 40-50 man hours. The major cost comes 
in the first year only, when ageing tables 
must be prepared, subsequent costs 
being relatively small. 

A second paper on inflation adjusted 
profit as a basis for taxation was presented 
by Professor Michael F. Morley, B.A., 
A.C.A., Professor of Accountancy at the 
University of Aberdeen and author of 
The Fiscal Implications of Inflation Ac- 
counting [The Accountant, September 





Professor M. F. Morley, B.A., A.C.A. 


26th] published jointly by the Institute 
of Fiscal Studies and the Institute of 
Chartered Accountants in England and 
Wales. 

The argument was often heard these 
days that the tax burden on companies 
would be more fairly spread if tax was 
paid on inflation-adjusted profits rather 
than on historical profits. This argument, 
according to Professor Morley, rested on 
shaky foundations; the tax system would 
become less fair if the reform suggested 
was enacted. Why, for instance, should 
only companies be allowed to adjust 
their incomes for inflation before tax is 
assessed? The benefit of inflation ad- 
justment should theoretically be extended 
to all classes of income and capital gains 
of all taxpayers — a sweeping reform 
which would be quite impracticable. 

‘Rejection of this proposed tax reform 
could be based on practical considera- 
tions and on equity. Arguments which 
had been used in the past to counter the 
proposal were, he suggested, suspect: 

(i) since inflation-adjusted profit is, for 

most companies, less than historical 
profit, then the rate of tax would have 





to rise if companies were to be — 


taxed on inflation-adjusted profit, in 
order to maintain a constant tax 
burden on the company sector; 

(ii) abandoning historical cost as the tax 
base would have de-stabilizing eco- 
nomic effects, since historical cost, 
by overstating profit in inflationary 
times, now causes a_ stabilizing 
rise in tax yields. 

Professor Morley felt that the first 
argument was wrong because it ignored 
the very powerful effects of accelerated 
depreciation for tax purposes. When 


these effects were taken into account, it ` 
could be seen that the rate of tax would 
not have to change materially. The 


second argument was wrong because 
company tax was paid, not as profits are 
earned, but only after a considerable 
time-lag. When this lag was reckoned 
with, the alleged stabilizing effects of 
historical cost were seen as a myth. _ 


The suggestion that companies be 
taxed on their inflation-adjusted profit 
should be rejected on the grounds that it 
would not make a fairer tax system — this 
rejection is not based on the alleged need 
to raise the tax rate or on the alleged 
de-stabilizing effect of the reform. T'o the 
unconvinced, Professor Morley put the 
further question ‘If you would like tax to 
be based on inflation-adjusted profit, 
would you also like your tax liability to 
be adjusted for inflation occurring be- 
tween the balance sheet date and the date 
of payment of tax?’ 


Gains to manufacturing industry 


The third speaker at this session, Dr 
Meyer Bucovetsky, Institute of Policy 


Analysis, University of Toronto, re- 


stricted his paper to reporting some 
preliminary findings on how the real 
net worth of the Canadian manufacturing 
sector had fared under the combined 
impact of inflation and taxation. 


Aggregate profits for the 12-month 
period ending June 1974 of Canadian 
manufacturing corporations by 15 major 
groupings, after payment of current 
taxes, were approximately $5,500 million, 
Current corporation taxes amounted 
to $2,400 million and an additional 
book provision of $635 million in deferred 


taxes was made. Over the 12-month span, 


ending in the second quarter of 1974, the 
GNE implicit price deflator had risen by 
13 per cent. 

Dr Bucovetsky estimated that inflation 
on inventories added $622 million to real 
taxes paid by these manufacturing cor- 
porations and that the decline in real 
value of the asset representing future 
tax offsets was $639 million. He further 
calculated that these corporations suffered 
an accrued decline in net worth of $414 
million over the 12 months, composed of 
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wealth transfer of about $1,250 million 
by corporations to national revenue and 
a wealth transfer from the rest of the 
economy — mostly from households — to 
manufacturing corporations of over $800 
million. 

Canada’s Minister of National 
Revenue, the Hon. Ronald Basford, 
had been specially invited to address the 
conference; but due to his unfortunate 
illness his paper was read by Mr Elgin 
Armstrong, Deputy Minister. He ac- 
knowledged the significant contribution 
made by lawyers and accountants in 
analysing critical tax laws and the 
effectiveness of their administration, 
and drew attention to an experiment that 
appears to be having excellent results: 
namely that practitioners from the private 
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sector had been retained to write a 
limited number of the Department’s 
interpretation bulletins. In addition, 
recruifment and training programmes 
have been upgraded and an increasing 
number of individuals from both pro- 
fessions are being employed to improve 
the Department’s ability to service, in 
particular, corporate clients. 


Official brochure 
To assist the small businessman further, 
a brochure has been published to inform 
such individuals on taxation requirements 
and procedures. After initial distribution, 
copies will be mailed automatically to 
every new business venture. 

A welcome guest speaker at the closing 
banquet was Mr H. H. Monroe, Q.C., one 
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of the Special Commissioners of Income 
Tax for the United Kingdom. 

Mr Monroe said that no assistance was 
more valuable or more frequently needed 
than that given by a competent and 
reliable advocate in a complex tax case. 
There must be knowledge and skill, but 
there must also be instantly recognizable 
honesty and integrity. A high degree of 
mutual trust and understanding between 
the contending representatives is a 
critical factor in assisting the disposal of 
complicated cases, in negotiating out of 
court no less than where the dispute has 
been formalized in an appeal. 

In short, no tax system, however 
refined, can ever be better than the 
professional skill and integrity of the 


men and women who operate it. | 


The Company Liquidity Crisis 


A Critical View of the Budget Measures 


by Professor JOHN SIZER, B.A., A.C.M.A. 


On the day the Chancellor presented his Budget to the House of Commons, the 
Confederation of British Industry reported that its latest survey of industrial 
trends ‘provides strong evidence of the widespread nature of the deterioration 


_ in corporate liquidity that has taken place and that is expected to take place’. 


In his Budget speech the Chancellor said ‘There is, however, a more immediate 
and urgent threat to employment in Britain at the moment than inadequate 


_ demand. The impact of inflation on the company sector risks forcing thousands 
` of firms to restrict their output and lay off workers in the coming winter 


not through lack of demand, but simply through lack of working capital.’ 


4 ek accountants and managers are having to re- 


cognize for the first time that cash flow is in many 
ways more important than the profit shown in the profit 
and loss account. They must also recognize that the same 


___ liquidity problems are also being faced by their customers 


and suppliers. 
As the Chancellor indicated in his Budget speech, the 


` exceptionally high rate of inflation has had its major impact 


kb on the company sector’s working capital requirements. 


In every business there is a circulating asset or working 
capital cycle of activity, The amount of circulating capital 
required by a company and its level at any particular time 
will be governed by the speed with which the cash cycle 
can be sustained. The faster the cycle, the less the invest- 
ment in working capital must be, and the faster the rate of 
turnover in the elements of working capital, the less the total 
investment needs to be. 

The rate of inflation is also a major determinant of the 
rate of growth of investment at each stage of the working 


The author is Professor of Financial Management at the University of 
Technology, Loughborough. 


capital cycle. A company facing a high rate of inflation but 
nil growth in real terms, finds that the inflation increases 
the investment in the early stages of the working capital 
cycle before any additional cash is generated from higher 
selling prices. Many companies planned for growth in real 
terms in 1974, and this growth also led to a build-up in the 
investment in the early stages of the working capital cycle 
before additional cash inflow was generated. 


Price restraint 


The situation was further aggravated, and seriously, by the 
Price Commission criteria for allowing higher prices. The 
Chancellor admitted in his Budget speech that the high 
rate ef inflation ‘has made the operation of the price 
contrels far more severe than was originally intended’. 

It was not possible to increase prices sufficiently to cover 
the higher costs and leave sufficient cash flow to finance the 
higher investment in working capital; nor were the prices 
allowed by the Price Commission generating adequate 
profits to allow external finance to be raised. Not only were 
the Price Commission criteria too hard, but also the need 


SS 
ise Dee Leg 


fs £ THE 
-December 5th, 1974 | 


to seek Price Commission approval for higher prices delayed i 


the period between higher costs and investment in working 
capital occurring and’ the subsequent increase’ in selling 
prices. 

Two other factors were sao affecting the speed wiih which 
the cash cycle could be sustained: First, because companies 
suppliers were facing similar liquidity problems, their. 
service to customers was affected. Raw materials and com- 
ponents were in short supply, which caused production 
interruptions and bottlenecks. This adversely affected stock 
control and production planning- and, therefore, the level 
- of stocks and work in progress. 

Similarly, companies’ customers had liquidity problems 
, and they extended the period of credit taken. In some 
„instances, the level of bad debts increased. ~ S 


Deteriorating cash flow ; no 
The situation many companies faced was very similar 
to that of a company that is overtrading. Like a company 
that is overtrading, companies in 1974 have budgeted for 
_and achieved higher profits, but have a deteriorating cash 
position because the profits generated have not been trans- 


`. lated’ into net cash inflows. The company facing a liquidity 


crisis in November 1974, like the company overtrading, 
found that the rise in sales and profits was accompanied by 
a disproportionate i increasexin stocks, work in progress and 
debtors which more than absorbed the cash flow generated 
by the higher sales. 


If a company has no.access to external fands, not only 


must it finance additional investment in working capital 
from internally generated funds, but also pay dividends, 
interest payments and corporation tax, and, SE 
undertake essential capital investment. : 

In November 1974 many companies had limited or nil 
access to medium- and long-term external finance. The 
stock market was.in a depressed state because investors 
had little confidence.in the ability of the government to 
solve the country’s serious economic problems and at the 
same time for companies to achieve growth in earnings pèr 
share and dividends compatible with the current rate of 
inflation. Investors were pessimistic about the future 
profitability of the private sector, with the result that price 


earnings ratios were at extremely low levels, and dividend ` 


yields extremely high. 

Lack of shareholder confidence and the high cost ge 
equity finance meant that.very few companies had access to 
this important source of company finance. Furthermore, 
high rates of interest, coupled with the fact that many 
companies had reached their bortowing limits because of 
Jack of interest cover or asset cover, resulted in companies 
_ being unwilling or unable to raise long ‘and medium-term 
` loans. 


Industrial and commercial companies relied heavily on ` 
bank finance; some £2,300 million during the first half of. ` 
1974. By N ovember. the generation of internal cash was not ` 


sufficient in many companies to provide a satisfactory basis 
for seeking further funds from the banks. They were there- 
fore concerned that they would be unable to meet their 
corporation tax payments when they became due in 
January 1975 — payments that would be substantially 
higher than in previous years, for three principal reasons. 
First, ‘inflation had allowed many companies to generate 
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higher, but nevertheless inadequate, taxable profits; 
secondly, -taxable- profits are calculated. on the first-in 
first-out (FIFO) basis of stock valuation. 

This meant that a large portion of the taxable profit 
achieved was required. ‘to maintain the working capital of 
the business. intact’; Ze, the-cash flow generated was. 
required to replace stock at higher prices, but was partially 
to be drawn out of the company in the form of tax payments. 
Thus, the Chancellor admitted in his Budget speech that’ 
inflation ‘has increased the cost of replacement stocks to a 
degree which under the present tax rules imiposes burdens 


which industry was never meant to carry’. 


A third reason for the substantial increase in corporation’ 


` tax was the tax changes. introduced by the Kee in his 


April 1974 Budget. ` 7 

In the aftermath of the three-day week; fete were signifi- 
cant signs of an impending liquidity crisis in the corporate 
sector. In the first quarter of 1974, the financial deficit of 
industrial and. commercial companies rose sharply to by 
far the highest quarterly figure recorded. Companies 
borrowed £1,300 million from banks. Despite these signs 
the Chancellor increased the rate of. corporation tax from 
5o to 52 per cent and the advance corporation tax (ACT) 
on dividend payments. He also required additional pay- 
ment to be made amounting to eo per cent of ACT due to 
be paid during. the financial year 1974. These measures ` 
increased company taxes payable in 1974~75 by some £47 5 
million. 

With lack of cash to finance additional working 
capital, to pay dividends, interest and -corporation tax, it 
is not surprising that many companies had to cut back and 
postpone planned capital -expenditure ' programmes. 
Furthermore, lack of confidence in the government’s 
ability to solve the country’s serious economic problems 
without a significant fall in the level of consumer demand 
and increase in unemployment made boards of directors 
extremely pessimistic about their future investment in- 
tentions. The CBI reported in its Survey of Industrial 
Trends that, while fifteen months earlier the number of 


‘companies expecting to lift capital expenditure reached ` 


record levels, ‘the collapse of investment intentions is . 
widespread throughout manufacturing industry’. 


Reduced output 
More seriously, not only was there a lack of finance to 


‘allow essential capital expenditure to take place, there were 


also indications that many companies were having to out 
back the level of their output because they could not 
finance their increased investment in working capital. The 
number of bankruptcies and company liquidations was also 
increasing at an unhealthy rate. It was not surprising to read 
in the Chancellor’s Budget speech: 
“The same. factor. [lack of working capital] could fice 

some firms into bankruptcy, ‘and: it is already compelling 
- many:of them to cut back ‘on plans for: investment to which 
` they Were firmly committed only a few months ago.’ 

There was ample evidence available to the Chancellor 
when preparing his Budget proposals that the company 
sector required a major injection of cash and opportunities 
to increase substantially its profitability. However, what- 
ever measures the Chancellor proposed there was no 
guarantee that the liquidity crisis could be contained if the 
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rate of inflation and EN country’s balance of payments 
. deficit were not brought uncer control. The trade gap rose 
_to £440 million in October 1974 and the last CBI Survey 
of Industrial Trends revealed a sharp decline in optimism 
about export prospects. The measures would not in them- 
selves guarantee a higher level of investment if the climate 
for investment was not improved. . ; 


$ 


‘Chancellor’s measures 


The Chancellor’s. measures were summarized in The 
. Accountant for November 14th and 21st. The reduction in 


tax payments.arising from the relief for increase in stocks - 


reduces the cash outflow; it toes not result in a cash inflow. 
The revisions to the Price Code will take time to take 
effect and provide no help to companies with liquidity 
problems in December 1374; furthermore, there is a 
strong possibility that mary companies will not be able 
to charge the higher prices allowed by the revisions and at 
the same time maintain demand for their products. With 
‘the possibility of continced cost inflation and excess 
capacity, it is likely that many companies will not be able 
to secure higher profit margins. 
Again, the relief for investment will-be of no help to 
. companies who are not alle to finance investment from 
_internally-generated cash Hows. It is not unreasonable 
to suggest that the Price Cede revisions will provide many 
companies with too little cesh, too late. 


Investor confidence 


In the latter half of 1974, companies required additional 

new equity finance. Wil the Chancellor’s measures 

increase the confidence of investors? The stock-market’s 
- reaction to the Chancellors Budget speech (the Financial 

Times 30 share index fell 1-0 points in the following three 
` days ~ the lowest since August 8th, 19 58) suggested that the 
raising of new equity capital will continue to be out of the 
reach of most companies. 

The Chancellor did announce that the Bank of England 
and the London and Scott.sh clearing banks had agreed to 
` expand substantially the resources of Finance for Industry 
to assure British industry that funds are available from 
private institutions for the “inance of productive investment 
pending a iestoration of a flow of furids through a wider 
capital market. It is envisaged that the expansion of FFI’s 
business could amount to £1,000 million over a period of 
two years. The funds are to be made available mainly in the 
form of medium-term’ loans ‘at variable or fixed rates: of 
interest, subject to strict criteria of commercial viability, 
and are expected to'be 2 Der ‘cent EES than otherwise 
available to industry. 

The Governor of the Bunk of England i is also writing to, 
all banks and finance houses reminding them they should 
give priority to lending to industry. These measures 
suggest that, in November 1974, companies were unable to 
raise external finance in tke form of loans even when „they 
- had a commercially viable proposition: 

In its September Quarterly Bulletin, the Bank of England 
` commented that the dimimution in the availability of bank 
` finance ‘did not appear to have been: a serious ‘constraint. 
It was possible to raise < loan for a-commercially viable 
. proposition, not necessari_y a medium- or:long-term loan, 
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but loar finance was available. However, many companies 
had reached their lending limits; considered the cost of 
such lozns to be prohibitive; did not consider additional 
investment in working capital a commercially viable 
proposition; and/or were not prepared to undertake capital 
expenditure, as indicated by the CBI suve ofi investment 
intentions. 

It is not clear to what extent boards of directors are 
deterred from investing because of lack of confidence or 
because of lack of finance. Clearly, there is no guarantee 
that if the finance is made available the level of industrial 
investment will increase significantly, which may justify 
some scepticism as to whether the availability of FFI loans 
will relieve liquidity problems of many companies. 

For companies that have reached their lending limits 
the priority is to lower their gearing, not to increase it — 


‘which implies the raising of additional equity finance and 


higher retained earnings, not further loan capital. The 
Goverrment is prepared to make further funds available to 
companies whose problems justify assistance in the form of 


equity participation through the . National Enterprise 


Board — but do they want equity capital from this source? 


Further cutbacks 


It must appear extremely doubtful whether the Chancellor’s’ 
measures will have any significant short-term impact on 
industry’s liquidity problems. If company profits are not 
allowed to increase substantially, and sufficient external 
finance is not made. available, companies will have to 
make further cutbacks in their investment programmes. 
They may have to cut their output and employment in 
order to reduce further their real investment in working 
capital 

Furthermore, if. the resources which the Chancellor 
desires to switch from consumption and public spending 
to the corporate sector to stimulate exports and investment 
are used to meet higher wage bills arising from a breakdown 
of the social contract, this will fuel higher consumption. 
The strategy of the Budget will fail, inflation will accelerate, 
and company liquidity deteriorate. The Ge has 
warned us that: , 

‘Ii wages rise beyond the limits set by the TUC, the 
Government will be compelled to take offsetting steps to` 
curtail demand. And the effects of the financial position of the 

. company sector are bound to lead to unemployment.’ 
Whatever happens, higher unemployment seems inevitable. 


Higher prices 


If corapanies do face continuing ‘cost ole with lower 
outpu:, this will result in higher unit costs and lower 
profit margins, which must eventually lead to higher home 
and export selling prices if British industry is to return to a 
level cf profitability which will stimulate essential industrial ` 
investment, i 

In zhe longer term, if this industrial investment is not 
underżaken, British industry will not match the ‘increases 
in productivity. and technological innovation achieved 
by fcreign competitors, which in turn will inevitably 


. diminish further the competitiveness of British products in 


world markets. We shall then have the lowest standard of 
living in Europe, regardless of: which political party is in 
power. 
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“Relief for Interest Payable 


4- Business Loa ns 


Ei H. S. A MACNAIR, F.C.A. 


“The final article i in this series draws attention to the types of interest eligible 


in connection with the financing of businesses and otherwise — mostly in 


continuation of recognition accorded since 1969 to special circumstances. 


HE interest paid on a lòan applied in acquiring an 


„interest in a close company may be eligible for tax ` 


relief. The primary requirement is that, in the period from 
the application of the proceeds of the loan to the payment 
of the interest, the individual concerned: has worked for the 
greater part of his time in the actual management or 
conduct of the business of the company (or an associated 
company). 

The phrasing bere may be contrasted with that in earlier 
legislation ‘required to devote substantially the whole of. 
their time to the'service of the company in a managerial or 
technical capacity’, which was considered in CIR v. D. 
Devine and Sons Lid (42 ATC 358; 41 TC 210). The 
individual in the latter case was shown to have been rather 
more than a half-time working director during the whole of 
the. relevant year, and it would seem that ‘greater’ in the 
1974 Act means more than half. However, it is not obvious 
what ‘his time’ means ~ although one would expect it to 
mean the hours of attendance normally expected of an 
employee or director doing the work he does. 


Material interest 


When the interest is paid, the, individual has to have.a 
material interest in the company. ‘That. expression is now 
defined by section 285 (6) of the Taxes Act 1970 (as 
amended) on the basis of a 5 per cent interest measured in 
the context either of equity control or of income apportion- 
ment. To spell out either test involves a paper chase 
. through the law on close companies, but either way the 
test is one applied to the individual and his associates.in any 
combination or grouping. ` ~ 
The close company itself has to be one satisfying the 


~ conditions of paragraph 3A (2) of Schedule 16 to the Finance’ 


Act 1972. This requirement appears in Part III of Schedule 

1 to the 1974 Act, but it is not until one reaches Part V 

that one discovers the existence of paragraph 3A (2)-which 
-is inserted by the 1974 Act. 


The type of company here in question comprises, first, a - 


trading company (that is, any company: which exists 
- wholly or mainly for the purpose of carrying on a trade) 
arid, secondly, a member of a trading group. That is a. 
term of art defined in paragraph 11 of Schedule 16 in the 
1972 Act. One possibility is that the ‘member’ - exists 
wholly or mainly for the purpose of co-ordinating the ad. 


ministration of a.group of two or more companies each of ` 


which is under its control and is a trading, company. « 


Alternatively, the ‘member’ may be under the control of 


‘an independent company resident in the UK whose trade it 


exists to serve (or the trade of whose group it exists to serve). 
However, group status is denied to any company linked to ' 


the group owner through a non-resident company or 


‘dealing’ holding. 

. The third category, of company found within paragraph 
3A (2) is newly devised in Part V. Broadly, it will have more 
than 75 per cent of its gross income in the form of estate or 
trading income (paragraph ro (4) of Schedule 16) together 
with interest, dividends or other distributions received 


from any ‘51 per cent subsidiary” (as defined in section 532 


of the Taxes Act, but subject to the above restrictions) 
which is itself a paragraph 3A (2) company. The reference ‘ 


` here to ‘gross income’ means before taking account of any 


deduction from the company’s profits for charges on in- 
come, expenses of management or other amounts which can 
be applied. against profits of more than one description. 

Having digressed a long away in order to identify a 
paragraph 3A. (2) company, one might as well consider 
what Part V has to say about it in its own right. Such a 
company is exempt from Part V which authorizes apportion- 
ment of interest paid by close companies generally, other 
than businéss interest and interest that would be eligible in 
the hands of an individual under ‘the new régime. 

The reference above to ‘acquiring an interest’ may be 
understood in two ways. Money may be applied in ac- 
quiring any part of the ordinary share capital or in lending 


‘money to the company’ to be used wholly and exclusively 


for the purposes of its business or that of any associated 
close company similarly. SE 


` Recovery of capital - 


The relief for interest eligible í is restricted to the extent 
that capital has been recovered from the company in the 
relevant period, without its having been applied in repay- 
ment of the loan. Such a recovery has the effect that the 
borrower is treated as if he had at the time of the recovery 


repaid that amount out of the loan, so that out of the in- 


terest otherwise eligible’ for relief and paydble for any 
period after that time a deduction has to be made equal to 
interest- où the amount of capital recovered. Where the debt 
as a whole is only, partially qualifying, the restriction is 
made out of the eligible proportion- `, 

A-recovery is deemed to have taken place if the borrower 
receives-consideration of a particular amount or value for 
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the sale, exchange or assignment of any part of the ordinary 
share capital of the company, or any consideration of that , 
amount or value by way of repayment of any part of that 
. ordinary share capital.: Alternatively he may receive (part) 
repayment of a loan or advance from him, or the borrower 
~ may receive considėration fo- assigning any debt due to him 
_ from the company. 

‘Where a sale or assignment is not a bargain made at 
arm’s length, it is to be deemed to be for an amount equal 

- to the market value of what is disposed of. These rules are 
applied with continuous effect to a loan replacing an earlier 
-one. 

The foregoing rules also serve to restrict the interest 
eligible for relief where ‘the borrower seeks it on the 
strength of having personaly acted in the conduct of a 

` trade, professicn or vocation carried on in partnership. The 
loan has to be applied in purchasing a share in a partnership 
‘or in contributing money to it by way of capital or premium, 
or in advancing money, where the money contributed or 
advanced is wholly for the purposes of the business carried 
on by the partnership. 

Active participation has to continue throughout the 
period from the application of the proceeds of the loan until 
the interest is, paid. A poinz to notice in relation to both 
partnerships and companies is that the replacement of an 
earlier loan may take the forr of the replacement of an over- 
‘draft as contemplated bv section 19 (4) of the Finance Act 
1974 although the restrictions imposed by that subsection 
have to be observed. 


Loans to pay estate duty 


It is worth noting that the giving of credit for any money ` 


due from the purchaser under any sale is to be treated as 
the making of a loan. On the other hand, the proceeds of a 
loan have to be applied with reasonable promptitude to the 
qualifying purpose without having been otherwise used in’ 
‘the meantime. > 
An executor seeking relie®-for interest paid in connection 
with estate duty will need a =ertificate from the Revenue of 
the amount of duty paid in accordance with section 6 (2) 
of the Finance Act 1894. This i imposes on him the obliga- 
tion to pay the duty in respect of all personal property 
. (wherever situated) of whica the deceased was competent” 
to dispose at his death,’on delivering the affidavit, together 


with the option to pay other duty. However, the Finance -- 


Act 1974 does not give reLef for interest incurred on so 
much of any. loan as is applied in paying duty in respect of 
property in Great Britain which did not pass to the.per- 
sonal representatives as such, or’ property elsewhere of a 
parallel character. - 


-Subject to these remarks, interest is eligible if on a. 


loan the: proceeds of which are applied by the personal 
_ representatives in paying, before the grant of representation 
or confirmation; such duty or an earlier loan for the same 


purpose, ‘including. an overdraft within -the-limits of section ` 


19 (4). This relief is not very generous, ‘as it is confined to 
- interest paid in respect of A period eriding within one year 
` from the making of the loan applied. directly to the duty — 


although the relief, once established, can at least be 


` carried, forward. Indeed, there is a prior right to carry 
_ the relief back: but in the absence of any mention of the 
‘ > i ; S 
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deceased’s own income, it is difficult to see that this has 
much <gnificance except perhaps for deaths’ early in the 
calender year or belated delivery of affidavits. No relief is 
expres=d to be available in respect of duty stemming 
from a =orrective affidavit; as contemplated by section 8 (7) ` 
of the -394 Act. © \ 


Loans Io purchase life annuities : 
The general rule is that interest is not eligible if pad ona 


loan sec ed on property but intended for general’ spending. 


Sectior 24 of the Finance Act 1974.makes an exception for 
a loan =cured on land in the UK or the Republic of Ireland 
and mede as part of a scheme under which not less than 
nine-texths of the proceeds were applied by the borrower 
in the surchase of an annuity ending with his life or with ` 
the life-of the survivor of a-group inclusive of the borrower. , 

It is = condition that at the time the loan was made each 
of the r-embers of the group of annuitants had attained the 
age of t-5 years. Schemes initiated before March 27th, 1974, 
are val lated by the above conditions provided that the 
interest is payable by the borrower or by one of the 
annuitents. 

For ater loans, there are further conditions. One is that 
the bexower or each of the annuitants uses the land on 
which Ze loan was secured as his only or main residence at 


‘the tin= the interest is paid. Another condition is that the 


amoun. on which the interest, is payable does not exceed 
£25,002. If that liability is shared then a comparison has to 
be ma between the interest and the loan. 

Eac= of the persons paying the interest will have a 
propor-onate share of the aggregate interest to pay. By the 
same taken, he is responsible for servicing a similar pro- 
portior of the total loan. That total comprises a £25,000 


:eligible component and an excess. Moving back to the 


interest- that will also comprise an eligible component and 
an excess. The proportion sum presents no “particular 
difficuly, but the language of sub- paren 24 (3) in 
Schediie 1 is somewhat, obscure. 


Loans to purchase machinery or plant 


There as been. no modification of Part II in Schedule 9 
to the Finance Act 1974. This is designed to give eligible 
status 3 interest paid on loans.to acquire plant used in a 
partnesship or by an employee. ; 
Parazraph ro provides that where an individual is a 
member of a partnership which is entitled to capital 
allowarzes for a particular year of assessment under 
section 44 of the 1968 Act, then any interest paid by him in 
the bass period for that year of assessment on a loan: to 


` defray money applied as capital expenditure. on the pro- 


vision =f that plant is eligible interest. Unfortunately the 


‘relief coes not ‘extend to interest falling due and payable 
more Can three years after the end of the year of assessment 
` in whi-a the debt was incurred. 


It sLould be noticed that section 44 is the vehicle for 
capital allowances’ in respect of plant in use for:trade 
purposs and belonging to one or more of the partners but 
not bemg partnership property (and not rented to .the 
partne ship). 

“The relief for employees is similar, and in both cases an 
adjustment is made for private use. 
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Human Resource 
Accounting 


HE value of employees at all levels to the future well- 
being of an organization has exercised. the minds of 
theorists for some years, although practical.attempts to put 


the theories into practice have been few and far between. ` 


The chaos caused by the variety of complex methods that 
have been developed is discussed by Roger Jauch and 
Michael Skigen in an article entitled ‘Human Resource 
Accounting: A Critical Evaluation’ which appears in the 
May 1974 edition of Management Accounting (USA). 

The authors define human resource accounting as the 
process of identifying, measuring, and communicating 
information about human resources in such a way as to 
facilitate effective management within the organization. 
However, while human resources are a vital contributor to 
total resources there are problems in expressing the value 
of that contribution in money terms. This is partly be- 
cause the profession has not developed any meaningful 
concepts of measurement and partly because of the diffi- 
culty of classifying humans as ‘assets’ within the usual 
meaning of that term. 


Current theories 


One of the valuation methods that can be employed is to use 
the employee’s salary as the basis for valuation. This 


assumes, of course, that the salary paid-is an adequate’ 


reflection of the worth of that employee to the business and 
‘that it is possible to determine the rate at which the salary 
will be capitalized. 
Ts salary, however, an adequate reflection of the future 
worth of the employee to the business? The authors believe 
that there is no correlation between the salary paid and the 


real value of the employee to the company, and cite the case . 


of the senior retired or semi-retired owner-manager who 
basically determines what salary he wants. Remuneration is 
also frequently related to past services rather than future 
worth. In some businesses, one or two key managers may be 
crucial for the future of the organization, and remuneration 
can only reflect this inadequately. 

Another method of valuation is based upon the cost of 
.bringing an employee into the organization. This means, in 
practice, capitalizing the costs of recruiting, engaging and 


training the employee. There is a precedent for this method’ 


in organizations such as sporting clubs and in some spheres 
of entertainment. In the USA, the Inland Revenue Service 
requires such employers to capitalize the expenses attached 
to acquiring new players rather than allow them to be 
treated as expenses in the year of acquisition. 

_ ‘This method suffers from the fact that the capitalized 
value is based upon past cost and not the future benefits the 
business will gain from the continued services of the em- 
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ployee. As a person matures and: -gains experience, “his 
abilities may change. 

An extension of this method is suggested by Rensis 
Likert whieh goes one step further than the acquisition cost 
basis. This requires consideration of the synergistic com- 
ponents of cost and time required for a person to establish 
effective working relationships. One can readily imagine the 
problems that would result from trying to devise appropriate 
methods of valuing ‘synergistic components’ in a mannier that 
would be acceptable to the profession and the business world ! 


Bidding for employees 

The economic concept of opportunity costs provides a 
further basis for valuation. To be effective, however, 
this method would require that the business is composed of 
at least two cost centres which can bid against each other 
for their human resources requirement. When there is need 
for the employment of a scarce resource in the cost centre 
that cost centre manager must be free to bid for that scarce 
resource against any other manager in the organization. 

The manager who is successful in his bidding for that 
resource then includes the bid price as part of the invest- 
ment in his cost centre. The assumption upon which this 
method is based is that the bid price for an employee is a 
reflection of the contribution that that employee will make 
to future profits. 

Does this method include recruitment from outside as. 
well as recruitment of existing émployees? If employees can’ 
be readily recruited from outside the organization, then in’ 
a sense there is no opportunity cost as there is a premise that 
that category of staff is not in short supply and a non- 
scarce employee can be of little or no value to the business in 
terms of capital value — but this is directly at variance with 
the view that employees in general have value as assets to 
the business. As such,.it would ignore ordinary personnel 
and only deal with those with special capabilities t that are in 
current demand. 

A further difficulty in applying this method of valuation 
is that it is based on the current supply and demand posi- 
tion for personnel. When either of these factors shift, as can 
happen quite frequently, then the basis of valuation be- 
comes invalid. For example, a sharp decline in aerospace 
engineers in the United States a few years ago substantially 
reduced their worth to employers. 

The most complex scheme evolved is that devised by 
Eric Flamholtz. This method is based upon a ‘stochastic’ 
process which can be defined as a natural system which 
changes in time in accordance with the laws of probability. 


` The objective is the same as that of the other systems, i.e., to 


measure the individual’s worth to the business. 

The first step in this method is to estimate the time 
interval over which the person is expected to be able. to 
render valuable services to the organization; the’ secorid is 
to examine this period of time in order to determine and 
measure the services that can be expected to be derived from 
employing him. The value placed on those services is then 
multiplied by a discount factor to arrive at the. presént 
value of the future services. While this has a sound theoreti- 


‘cal basis the practical problems of applying the method 


are immense. 
Quite apart from the difficulty i in deciding whats is. “ihe 
appropriate discount-factor to’ use, it must be recognized 
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that performance measures Jo not necessarily iele all 
the contributions that an individual can make to an 
organization. There are problems in measuring the level 
of individual performance itself, and many biases or errors 
that may upset its assessmen-. One can also readily see the 
fundamental problem of estimating the life-span of the 
employee, which must be _Bubject to a wide range of 
uncertainties. 

Human resources by their very nature cannot be termed 
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assets ir the conventional sense and‘ their capitalized value 
should =ot be included in any financial’ statement. The 
concep: of employees as assets has theoretical validity 
but the >roblems of applying that concept in practice are 
so form-dable as to make its use relatively rare. 

If it were to be applied generally, it is probable that the 
financia. report would be more misleading than: hepful. 


` The mest likely use of this technique is as a tool for 


evaluatizg employees for wage and promotion purposes. 


The Brazilian Experiment = oe 


Accounting for Inflation i in Brazi l 


by MARTIN ALTMANN - l : 
Price Waterhouse & Co, 3ã0 Paulo 


Brazil was long GET a3 ‘the Ser giant of South America’ and indeed, 
up to a few years ago, people often joked that Brazil was the land 
of the future and would always remain so. This situation ch=nged. radically 


“in the 1950s. 


Brees in 1950 was Gorete an agricultural country 
and, with few exceptioms, what industry existed was 
closely tied to agricultural products. In the 1950s, a programme 
of incentives for rapid indusérialization was initiated by. the 
government, including permission for free importation of 
capital equipment together wih tariff protection for the newly- 
established industries. The economic progress was increased 
constantly until the early r96cs. 

The rapid industrialization. of the 1950s ‘together with the 
building of the new capital, Brasilia, however, led to. ever- 
accelerating iniation. Political problems, together with in- 


flation and other economic problems which were obviously ` 


related, created a very unstab e situation in the early 1960s. In 
` the March 1964 revolution the military took over, and since then 
the government has succeeded in creating conditions in the 
financial and economic areas-which have resulted in annual real 
increases in the gross national product of about ro per cent. 
This was accomplished while at the same time successfully 
fighting inflation: before the revolution, inflation had reached a 
rate of 12 per cent a month, waile the aim of the government for 
1973 was an inflation rate ‘of 12, per cent a year. Success was 
virtually certain Rad it net been for the world-wide inflation of 
commodity prices in 1973, aggravated by thé increase in crude 
oil prices after October 1973. 
- "The combination of stable political conditions and a proven 
history. of economic progress resulted.in Brazil being considered 
one of the most attractive countries for foreign investments. One 
of the major factors in accomplishing this economic miracle was 
the success of the government in bringing down inflation. This, 
in turn, was achieved by a number of measutes-including certain 
tax and accounting innovaticns.in particular. The purpose of 
these” innovations ‘was to crzate conditions „which would re- 
‘establish public confidence in. the monetary, system and do 
„away with the’ decapitalization which resulted from the taxation 
-of inflationary, fictitious income. ` 
The’ basic innovations were. introduced shortly after 1964. 
E They have been-modified a. zreat-many times, including some 
imajor Shange that were made i in Ee and a July 1974, to 


minimize inequities and abuses. While the system in frees is not 
perfect,. it has achieved its basic objectives and it has made a 
major <ontribution to the economic progress and political 
stability of Brazil. 

The sharp increase in KE which most earen countries 
are experiencing today has caused a greater awareness and in- 
terest or the rest of the world in the Brazilian experiment. A 
number of articles have appeared which discuss its applicability 
to other countries. So far, none of the major industrial countries 


bas made much progress in this direction. 


Exterr.al influences ` 


Information based on price-level accounting is ees discussed 
in the United States and Great Britain for publicly-held - 
compar_es. In Holland, Philips Industries has divulged similar 
informacion for a number: of years; Argentina is also making 
progres: along’ these lines. Tax relief, however, is-still largely 
lacking. Until tax relief is obtained, inflation will result in 
decapitzlization and that, in turn, will ‘have an adverse effect on 
the eco-omy. Also, unless tax relief i is obtained, many companies ` 
are revactant to disclose earnings adjusted for price-level 
changes as they are usually less than earnings based on con- 
ventioral accounting. 

Anti-inflationary measures which are presently i in force in 
Brazil indirectly tend toward price-level accounting,- although 
they de not quite achieve it. The term ‘price-level accounting’ is 
not uszd in Brazil: the measures are normally called correção 
‘monetaia which, literally translated, means monetary correction. 
This tezm will be used in this article to refer to those measures 
which =ave been taken in Brazil. ` 

One-of the most serious effects of inflation is the erosion of the 
purchesing power of working capital. While this is obvious to 
econor-ists ‘and accountants who have studied the subject, it 
very ozen is not clear to the average businessman. 

The businessman who thinks in terms of cruzeiros in Brazil 


or in rms of dollars'in the US falls into the trap of thinking 


in a currency as if it were a fixed measure of values; During in- 
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flation, this is obviously not the case; the businessman should be 
talking about a January dollar, a February dollar and so on, as if 
they were different currencies — which indeed, measured -by 
their purchasing power, they are. Unfortunately, not only 
‘unsophisticated businessmen fail to do so, but governments fail 
to allow for inflation when it comes to taxation. f 

For instance, under conventional accounting procedures ‘a 
dealer who has in stock for sale ten tables at the beginning of the 
year which cost him US $200 each which he sells at a profit of 
50 per cent will show a profit of $1,000 and will be taxed on it, 
though it may cost him $260 each to replace his stock of tables, 
In economic terms, the inventories at the beginning and end of 
the year were the same; and, if a tax was payable on the fictitious 


profit, the taxpayer is actually poorer at the, end than at the. 


beginning although his books will show a profit, ©- 
Fictitious profits ni : 
The ` fictitious ‘profit on . inventories’ may" Be ‘teduced or 
eliminated by the introduction of Lo, No relief, however, is 
available. for the fictitious` profit arising from ` the ` apparent 
increase in the recorded values of other monetary assets. 

The Brazilian government has recognized this situation and 
allows corporate taxpayers to make a provision for maintenance 
of the purchasing power of working capital — by applying an 
official index measuring inflation for the year to the working 
capital at the beginning of the year. In the example cited above, 
an index of 30 per cent applied ‘to the working capital of $2,000 
at the beginning of the year would have resulted in a ‘provision of 
$600, 





The provision must be recorded i in the books, sometimes as a- 


charge to income and sometimes as a charge to surplus. The 
offsetting credit is made to a reserve which may only be used 
for future capital increases, made in the form of a stock dividend. 


Obviously, from the point of view of price-level accounting, the, 


charge should be made to income. 

For the purpose of the determination of the provision, 
‘working capital’ is defined as net worth reduced by fixed assets 
and investments. Liabilities created by charges which are not 
tax-deductible are not included in the determination of working 
capital; these might include certain accruals such as for vacation 
and the liability for income tax itself. 

The amount of the provision is limited to the income for the 
year and, if the calculation of working capital results in: a negative 
amount, "the ‘negative provision’ must be charged to retained 
earnings or a capital surplus account and credited to taxable 
income. If there are no surplus accounts available, the amount is 
charged to a deferred charge account for absorption by reserves 
created by- future provisions. 

Stock dividends arising from the capitalization of the reserve 
for maintenance of working capital are tax free to the recipients. 
Foreign investors in Brazil must have their capital registered with 
the Central Bank in order to obtain permission for remittance of 
dividends, to determine their taxation and in order to ensure 
possible future repatriation of capital. 

Basically, ‘registered capital’ consists of funds or capital goods 
brought into Brazil plus reinvested earnings. T'he capitalization 
of the reserve for maintenance of working capital was previously 
allowed os ap increase in registered capital. Lately, the authori- 
ties have changed their position and presently no registration is 
given for capital increases drising from this source. 

The treatment of the effects of inflation on working capital 
allowed by the Brazilian government is not entirely in accord- 
ance with presently. acceptable procedures for price-level 
accounting. In most cases, however, it will result in a reasonably 

-reliable measure of that part of income which is due to inflation 
and therefore fictitious. Most importantly, it removes such 
‘income from taxable income and therefore prevents taxation of 
menaous profit and decapitalization of an enterprise. 
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Brazilian law requires that all commercial and ‘industrial com- 
panies revalue their fixed assets within four months of the end 
of their fiscal year. The revaluation is based. on official indices 
which are published for each calendar year. 

The jevaldation of cost lags behind. ae acquisitions’ of one 
year are not revalued until. the second succeeding year. For 
instance, .a company with’a calendar fiscal year that acquired.an 
asset in 1973 will not record revaluation on that acquisition in 
1974. The first revaluation of the 1973 acquisition will have to be 
recorded within the first four months of 1975, provided the item 
is still on hand and recorded a as pat, of the fixed assets at 
December 31st, 1974- 

Depreciation is provided on cost and on SE omai 
at the same rates. Both are deductible for income ‘tax purposes: 
Accumulated depreciation is also revalued. -- 

Under a recent change in law, the revaluation of depreciation 


- that may be recorded is an amount determined by the percentáge 


of depreciation of cost in relation to cost. This percentage is 
‘applied to revaluation of cost and the. result is the amount to 
which revaluation of depreciation must be adjusted. In ‘other 
words, if the cost of an asset is 60-per cent depreciated, the té- 
valuation of cost must also be at least 60 per cent depreciated. 
The adjustment required to bring up revaluation of depreciation 
to the required amount is added to the revaluation of deprecia- 
tion account. The net revaluation increment will be the re- 
valuation of cost less this adjustment. - 

Previously, the adjustment mentioned ‘in the preceding ge 


-graph was not a requirement. Cost was revalued by the index of 


the year of acquisition and depreciation was revalued by the 
index of the year in which the provision was recorded. Con- 
sequently, for items still in existence for which cost was. fully 
depreciated, depreciation on revaluation would continue to be 
taken as long as the item was physically in existence. The new 
regulations put a stop to this ‘eternal life’ of fixed assets. 


Depreciation adjustments 


As a result of the change in law some companies have’ deter- 
mined that depreciation provided in the past was insufficient. 
This insufficiency may be recorded as a deferred charge to be 
amortized, starting in 1975 at an annual amount not exceeding 
the annual depreciation provision. . 

While cost can only be revalued in the second year after 
acquisition, the recent change in law allows for revaluation of 
depreciation. on a current basis (monthly indices are applied). 
Assuming an item with a ten-year life was purchased on 
December 31st, 1974 at a cost of 1,000 cruzeiros, depreciation 
of cost would run at Crs 100 per year: starting with 1975. 
Assuming a monthly inflation coefficient of 2:5 per cent, 2°5 per 


- cent would be added to the January 1975 depreciation, 5 per cent 


to the February provision, 7-5 per cent to March, and so on. For 
the year, this would amount to Crs 16'251, We therefore have 
the anomaly that for new assets we revalue depreciation before 
we revalue cost. 

The revaluation of: cost tad ‘depreciation are recorded in 


‘separate accounis which are normally’ shown as part of the 
fixed assets section. The offsetting ‘net credit is normally trans- 


ferred to a reserve for future capital -increase and eventually 
distributed as a stock dividend. . 

Under the old law, in the event that. a company had loans 
payable, the proceeds of which were used to finance (be ac- 
quisition of fixed assets, further complications could arise. Such 
loans include loans payable i in cruzeiros ‘in Brazil subject to 
monetary correction (discussed below) and ‘loans’ payable" ‘in 
foreign currency. 

Monetary correction. charges on cruzeiro Joans are added to 
the loan liability and recorded as,a deferred charge. In the event 


1 Equivalent to 2-5:+ 5-0 + 7.5 (etc.) for the year, = 195-0 + HN 
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of a foreign currency loan, the adjustment must be made at the 
balance ‘sheet date to the exchange rate then in effect. The 
offset is also to a deferred, charge, In the event that the asset that 
was financed is depreciated; only the undepreciated percentage 
is deferred, the. remainder. being charged«to. income.. The 
deferred charge must be applied against the next compulsory 
revaluation of fixed assets and any remainder is carried over for 
future compensation, .. b 

«Companies may also use, the net revaluation increment as an 
offset to deficit. It is not-yet-clear whether the new law changes 
the foregoing procedures. 

The foregoing adjustments normally result i in balances which 
are substantially. adjusted for price-level changes. The main 
difference is the lag in. commencing the revaluation of acquisi- 
tions of fixed assets, 


foe 


Other assets 


Investments in the capital stock of other companies are not sub- 


ject to, monetary correction. However, such companies will ` 


normally record reserves for. maintenance of working capital and 
reserves for capital increases, arising from revaluation of fixed 
assets. When these reserves are Capitalized, the investing com- 
pany, will receive stock. dividends which must be added to the 
carrying value of, the investment. They are credited either to 
income — in which case they aze subject to income tax — or to a 
reserve for future capital increase. The effect, therefore, is 


virtually that of making investments in the capital stock of other 


companies subject;to monetar? correction. 
odin adition, to papagi for the normal light and power costs, 


i 
‘ 
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compamrs must make a compulsory loan to Eletrobras, the 
governmental power agency. Certain of these loans are also 
subject > monetary correction. 

One seg that is still cloudy is timberlands; legislation con- 
cefning hem has changed several times in the last few years. At 
present, -t appears that they are not subject to monetary correc- 
tion as fixed asséts but may be included in working capital and, 
therefor=, in the base for computing the provision for main- 
tenance of working capital. The matter is under study by’ the 
government, and there are indications that revaluation of 
timberlends may be permitted in the future. 

Certa:n other assets and liabilities are subject- tó ` "monetary 
corrections. The assets include a number of SE 
particularly in governmental securities. 

The sest-known of the governmental securites are. ‘ORTNs 
(readjus-able obligations of the national treasury), the-face value 
of whic changes monthly in line with inflation. They also 
bear from 4 to 6 per cent interest. There. are a number of ob- 
ligation: of the various Brazilian states with similar. provisions, 
and the government -housing bank and the federal and state 
savings Danks also provide opportunities to make savings which 
earn mcnetary correction. 

Commercial banks and investment banks accept fixed term . 
deposite normally for 180 days on which monetary correction is 
creditec. Financing companies, which in Brazil. provide the - 
main scurce for consumer credit, issue bills of exchange (letras 
de cameo) which normally sell at a fixed discount which in 
effect represents interest plus an estimated monetary correction 
for the Suture. To the corporate taxpayer, monetary correction 
receivec. is taxable. 














‘COMPARATIVE ‘CONVENTIONAL AND BRAZILAN ACCOUNTING BASES APPENDIX 
Conventional ba~*s : Brazilian basis 
Beginning End of Beginning End of 
of year Transactions , year : of year Transactions year 
Inventory 2,000 (1) (2,000) (£ i (2,000) (4) 
ne | a E } 2,600 | 2000 (1) GS (9 \ 2.600 
Other working capital 500 3,000 LR 3,000 (4) ` 
eg (81) (S - (81) (5) 
(2,600) (€ 1,299 500 (2,600) (6) 1,594 
780 (€ “780 (9) 
(300) (if f (5) (11) 
Fixed assets: , ` 
‘Cost > 1,000 (2) 1,000 | 1,000 (2) 1,000 
Revaluaticn of cost 2 f ; E 200 (3) 300 
‘Depreciation of cost (100) (2) (100) (3 (200) (100) (2) (100) (8) ° (200) 
Depreciation of revaluation (30) (8) (30) 
Revaluaticn of depreciation (16) (2) "(Däi (3) (51) 
` . (21) (8) 
Investments : : 
Subsidiary f : 800 ` : 800 800 . 240 (7) 1,040 
_ Government obligations 600 (600) (E 600° 180 (9) T 
(780) (9) 
4;800 5,499 4,784 6,253 
Ca pital Si vi D 4,800 4,800 4,800 ký 800 
Reserve for capital increase ei Ss es š ; 286 (3) 
; 240 (7) 4 Ae 
930 (10) 
Retained eamings : 1,000 Lä 1,000 (4) 
(81) (B (81) (5) 
Gë ? (100) (3 699 (16) (151) (8) (3) 
References are to the numberec items (1)- to 180 (2 ` 180 (oi 
(11) under ‘Assumptions and Transactions’ (300) (18 (930) (10) 
opposite. oar (5) (11). 7 
4,800 54,99 4,784 6,253 
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The individual taxpayer usually does not pay tax on monetary 
correction received. In the case of the discount income on bills 
of exchange, a tax based on maturity is withheld on issue. They 
are not subject to further tax to the individual taxpayer. 

Virtually all indebtedness to financial institutions is subject to 
monetary correction in additidn to or included as part of in- 
terest. This monetary correction’ is normally tax-deductible to 
the corporate taxpayer unless the loan proceeds were used to 
finance fixed asset acquisitions. Monetary correction charged in 
the form of interest to individual taxpayers is also tax-deductible. 

The. fact that income from monetary correction is tax free and 
monetary correction paid is tax-deductible to the individual 
taxpayer has led to abuses. This, in turn, has caused the govern- 
ment to limit the. allowed tax deduction of individual taxpayers 
for interest and monetary correction, except for payments under 
the housing bank system, to 6 per cent of taxable income. 

Loans made under the housing bank system are also subject to 
interest.arid monetary" correction. To the individual, interest is . 
a tax deduction, ‘as is’20 per cent of all payments which comprise 
principal, monetary ‘correction and interest. = 

Companies must make a deposit to a government fund for 
guaranteed employment at 8 per cent of the gross pay ofeach 
employee. The money deposited is credited to the individual 
employee who will normally receive it if he is dismissed without 


good cause (such as ES or dishonesty) or upon retirement. . 


ASSUMPTIONS AND TRANSACTIONS 


INFLATION: 30 per cent p.a. (not compounded during year). 
(1) Beginning inventory: ro units at 200 acquired two months 
before beginning. of year. 
(2) Fixed assets acquired 12 months before beginning of year, 
to-year life. ; 
(3) Revaluation of fixed assets: d S 
Cost: 1,000 at 30 per cent = 300. 
Depreciation (not compounded and rounded off): “100 at - 
30 per cent= 30-16 =14. ` 
(4) Sale of inventories: 10 units at 300, i 
(5) Operating expenses. ` 
(6) Purchase of 10 units at 260, two months before end of year. ` 
(7) Stock dividend received. 
(8) Depreciation provision: 


Depreciation on cost 1,000 at 10 per cent . 100 
Depreciation on revaluation 300 at 10 per cent 30 

Revaluation of depreciation Ve 
100 at 30 per cent at 1/2 .. A e 16 
30 at 30 percentatr/2 ee = 5 
Iert 


(ei Monetary correction and sale of government obligations. 
(10) Provision for maintenance of working capital: 
Working capital and investment in government obligations 
at beginning of year: 3,100 at 30 =930. 
(11) Income tax provision: 
i Conventional Brazilian 





Sales 3,000 3,000 
Cost of sales(*) (2,000) (2,000) 
Operating expenses is Pe ( Sri ( 81): 
Depreciation. e € 100) ( 151) 
Monetary correction and gain on.’ ` S 
sale of government bonds 186 “180 
` Provision for maintenance.of work- 
ing capital ( 930) 
EE . 
Taxable income 999 ` 18 
: Tax at 30 per cent 300 j 


— 


(*) On.FiFo basis. On LIFO taxable profit would be eer 
by 300, tax by 90 and net income by 210. 
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He may draw against it for purchase of 3 house or in case of 
illness. The amounts deposited are subject to monetary cor- 
rection and interest, and the monetary, correction is not taxable 
on the individual. 

Virtually all taxes not paid in time are subject to monetary 
correction. Monetary correction can be stopped by making a 
deposit of the disputed amount. 

How the foregoing items affect conventional as against 
Brazilian financial statements is set forth in the attached 
appendix; also shown is a comparison with results adjusted for 
price-level changes. Obviously, the net effect of the difference 
will depend on the make-up of the balance sheet and the nature 
of the transactions. In order to make the examples comparable, 


` an income tax rate of 30 per cent has been applied — the official 


Brazilian corporate rate. Part of the tax in Brazil can be applied 
in fiscal incentives. Additional taxes may be one upon distribu- 
tion. e ge l 


Conclusion 


Among the most serious effects of inflation is the joss of faith by 
the public in the monetary system, the difficulty for businessmen 
to make meaningful decisions, the lack of comparable data in 
financial statements and similar information and the erosion of 
. working capital through the taxation of fictitious profits and 
payment of dividends which effectively represent a refurn of 
capital, 

The introduction of the various forms of monetary correction 
in Brazil has contributed to a large extent to counteract and 
overcome the adverse effects of inflation in the past and will 
assist in reducing inflation in the future. Indirectly, monetary 
correction has therefore played an essential part in contributing 
to the economic well-being and political stability of the country 
and to making Brazil an outstanding example of economic 
development. te is entirely possible that similar results could be 
achieved in other countries through adoption of similar measures. 





ADJUSTED FOR PRICE-LEVEL’ CHANGES 











Beginning of. year End of year 
Adjusted to Adjusted to 
Conven- ` price-level Conven- year-end 
tional . at tional: price- 
: level 
Begin- dÉ 
ning End of 
o of year year ; 
Inventory 2,000 2,100 2,730 2,600 2,730 
Other working capital 500 `° 500 650 1,599 (*) 1,599 
Fixed assets .. 1,000 1,300 1,690 - 1,000 1,690 
Depreciation .. (100) - (130) (169) (200) (338) 
Investments : 
Subsidiary 800 800 1,040 800 1,040 
Government obliga- 
tions Ve 600 600 780 
4,800 5,170 6,721 5,799 6,721 














a e 





(*) Tax provision of 300 added back. 


DIFFERENCE BETWEEN BRAZILIAN AND 
PRICE-LEVEL ADJUSTED BASIS 


HE 


Price-level 











Brazilian Difference 

Depreciation 151 169 18° 

Tax .. ee 5 — (5) 
156 169 13 
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Tax Clean-up 


| ENGTHY efforts by oe to draft a een 
tax reform bill have:been swamped beneath the need for 
a new set of urgent proposals by the President at a time 
when inflation in the Unitec States has once again risen to 
an annual rate exceeding re per cent. This year’s federal 


deficit is likely to approach the equivalent of £8,000 million,, 


with the next year’s threatening to soar even higher. As in 
the Vietnam build-up of the mid-sixties, economic logic 
calls for prompt and drastic tax increases, while political 
expediency demands compromises and delays. 


President Ford’s proposed 5 per cent income tax sur- 
charge illustrates the dilemma: Although it would’ apply 


to corporations as well as to individuals, families with 


_ incomes below the equivalert of about £6,000 would escape 


the new levy; even those with incomes equivalent to £20,000 
would pay an effective rat2 of only some 4 per cent in 
addition to their present personal tax, while those with lower 
incomes and'the usual deductions would pay at still lower 
rates. Announced as an additional tax that would expire at 
the end of next year, most obsérvers. doubt whether 
Congress will approve it quickly enough to yield the ex- 
pected £1,000 million or more in new revenue. 


, Minor reforms - 


Against the background or this major proposal, the tax 
reform measures now emerging from the House Ways and 
Means Committee seem trivial enough. They would 
reduce the percentage depletion allowance of the oil 
industry, rule out the per-country calculation for foreign 
tax credits, Dose out the Western Hemisphere tax cor- 


"poration (which allows American companies to pay tax at 


a 14 per cent lower rate or. operations in the New World 
than the Old) and reduce tke present advantage enjoyed by 
companies operating in Puerto Rico. The investment tax 
credit of 4 per cent now allowed to electric and gas 


companies would be raised to the standard rate of 7 per ` 


cent. 
President Ford has proposed that the standard rate for the 
investment tax credit should itself be raised to ro per cent. 


. But the Internal Revenue Service has linked this proposal - 


with a further reform — by irsisting that the tax credit would 
be deducted from the capifal value of the new equipment 
before .calculeting depzecietion. This would reverse the 
incentive effect formerly accepted in the United States and 


. embodied in the initial allowances provided by. the British 
„tax system. It would be pa-ticularly unfortunate at a time 
‘when, after many years of strong growth, the real value of 


new investment has turned downward. 
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"The increased revenues: resulting from the reform bill 
approved by the House of Representatives late in November 
would amount to some £400 million. This sum would be 
more Can doubled next year, if the proposed windfall 
profits tax on oil companies goes through as expected. In 
reality <n excise tax on domestically-produced crude il, 
this innovation would be similar to the North Sea oil and, 
gas tax proposed i in Britain. Since it gives the impression of 
cominz out of the pocket of companies rather than con- 
sumers it has been carefully designed ro be difficult to tack 
on to ʻe selling price) it is being accepted by the Ad- 


. ministretion and others as a contribution to social justice. 


For eqzally questionable reasons, a proposal to step up the 
excise 25 on petrol is being fiercely resisted by President 
Ford. 

The House’s dentally conservative and deflationary 
tax package is being sweetened by the addition of one 
concesz.on to low-income groups and another to savers of 
all ranEs. The so-called minimum standard deduction is to 
be raised from $1,300 per family to $1,900, while the 
standerd deduction for higher-incomé families -would be 


- raised From $2,000 to $2,300. For.savers, who at present 
must fay tax on all interest other than that on state and 


municipal bonds (whose prices are correspondingly higher) 
a family exemption for the first $1,000 is proposed. 

This incentive for saving would be considerably more 
genero_s than the $200 exemption long allowed on divi- 
dends, Sut it is. being vigorously opposed by the Treasury — 
partly onthe ground that it would cost.the equivalent of 
£800 million a year in lost revenues ‘at a time of fiscal 
retrenchment, and partly because large savers are not 
considered EE of such open-handed relief. . 


standardi of administration 


For a country that is now spending. the equivalent of 
£120,c00 million a year and raising much of it through the 
personzl income tax, the efficiency and fairness of the 
Internal Revenue Seivice is a matter of supreme importance. 
The Commissioner, Mr Donald C. Alexander, has recog- ` 
nized the extent to which the reputation of the Service 
suffered under some of his predecessors. Irregularities 
durinz the Watergate period included the setting up of a 
Special Services Staff charged with investigating such 
seemirzly innocuous organizations as the Fund for the’ 
Repu=ic and the National Council of Churches. At the 
same,.time, individual opponents of the Nixon régime were 
singled. out for tax audits — the results of which were un- 
doubtedly passed along to higher authority. 

This type of harassment was firmly stopped more than a 
year ago, and the Ford administration has proposed 
legisla=.on to restrict official access to individual tax returns. 
Yet these returns can still be made available, in certain 
circumstances; to other government agencies — inviting the 
comment by The New York Times that the Administration 
has merely offered a ‘right-to-rummage bill’. 

Mezawhile, the responsibilities of the Service are being | 
extenced further and further into unfamiliar territory, such 
as enfarcement of the unbelievably complex price control ` 
regula—ons, introduced within the last 12 months by the 
Federz. Energy Agency. The burdens on tax gatherers, like 


those on taxpayers, thus continue to multiply. 
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` Moët-Hen nessy Group 


E products of Moët-Hennessy. are 

‘f superb. The annual report of the 

. company is In parts extremely informa- 
tive and visually a delight, but the ac- 
counts themselves are a bit of a muddle, 


It may not. become the newest member - 


` of EEC to push its company accounting 
and reporting hand too strongly, but there 
is little doubt that the United Kingdom 
has a long lead in this particular sphere. 

Not that the Moét-Hennessy report 
lacks information. It does not. Infor- 
mation is there in the abundance of a 
good grape harvest. But the require- 
ments of French company law make for 
_ voluminous ‘reporting and for confusion. 

The statutory accounts section of the 
Moét-Hennessey report runs from page 
37 to page 60, beginning with the balance 
sheet and results of the Moét-Hennessy 
Company ‘On June 3oth, 1974’. The 
balance sheet and profit and loss ac- 
. count are presented in narrative'as well 
as formalized form - the narrative 
recording and explaining main changes — 
and are followed by three pages of 
auditors’ report. One is a general report 
on the ‘true and correct’ view and the 
other a special report on agreements and 
contracts in which directors are con- 
cerned, including a repeat of past agree- 
ments which continued in force in the 
year. 


Statements of fact 
The lengthy general report includes 


statements of fact such as ‘Net earnings ` 


total FF 32,476,576.31’ and ‘In the course 
of the year Moét-Hennessy subscribed 
$400,000. to the increase in capital of 
M. & H. Vineyards Inc. (USA)’. The 
general report runs to 11 paragraphs. 
Next come the financial results of the 
-Moét-Hennessy Company during the 
last five financial periods, then a schedule 
of shareholdings in subsidiaries. There 
follows the consolidation of the group, 
not as at June 3oth, 1974, but as at 
December 31st, 1973. These figures were 
presented to annual and extraordinary 
general meetings held on September 
26th, 1974, so that while the Moët- 


Hennessy view of accounts to June 30th - 


was reasonably up to date, the consolida- 
tion was somewhat historic. 


All companies in the group with the ` 
exception of Moét-Hennessy, the holding ` 


+ 


+ 


company, and Jas Hennessy & Co, the 
brandy subsidiary, have December 31st 
as their accounting date: Hennessy’s 


accounting date is to be changed to. 


December 31st but Moét-Hennessy, it 
seems, stays with June 3oth. 

` Formation of what is now the Moët- 
Hennessy Group is the outcome of a 
diversification policy begun in 1968 by 
Moét & Chandon, the largest of all the 
champagne houses and founded. at 
Epernay in 1743. The first diversification 
move was into Parfums Christian Dior 
(Paris and New York), now 99 per cent 
owned. Se SE 


` Majority holding "` 
In 1970 Moét & Chandon took control. 


of Champagne Mercier and in the, follow- 
ing year talks with Jas Hennessy & Co, 
one of the two top cognac houses, led to 
a regrouping with the holding company 
taking the Moét-Hennessy name. Last 
year a majority holding was acquired in 


_ Castillon Renault & Cie, another brandy ` 


concern. 

Also in the course of last year, through 
M. & H. Vineyards Inc., the group began 
the constitution of a major vineyard in the 
Napa Valley in California, and strength- 


‘ened its control over France Champagne, 
a distributing company .in the’ French 
` market, and over Champagne Ruinart, 


founded at Rheims in 1729. 
But not every merger plan has come 
right. A ‘merger bid’-made at the end of 





A Moét & Chandon vineyard overlooking the 
_River Marne. 


1973 for the champagne ‘house of 
Pommery & Greno has not been: com- 
pleted because of ‘the rather depressed 
conditions of the financial market’. 

The group is operated through three 
sectors — champagne, cognac and per- 
fumes and beauty products. Distribution 
is a fourth area of activity operated 
through a number of companies but ‘for 
technical reasons it has not been possible 
to isolate their activities in order to form 
a fourth appended sector’, the results 
being consolidated in the champagne and. 
cognac accounts. 

Each of the three sectors is covered by 
a separate report, separate general trading 


‘and profit and loss accounts and four- 


year records. Inset at the beginning of 
the report is ‘A: Glimpse at the Moët- 
Hennessy Group’ and an extremely well 
presented précis of the group, sector by 


` sector. 


_ In the year under review, basically the 
calendar year 1973, ‘group turnover 
crossed the 1,000 million Francs mark 
for the first time ‘and reached 1,028 


_ million of which champagne -accounted 


for 475 million, cognac for 344 million 
and perfumes for 209 million: 

Of the consolidated. net profit of 104-2 
million francs, champagne provided 60-5 
million, cognac 34-9 million and perfumes 
8-8 million. ` 


Balanced growth 


The directors of Moët-Hennessy are no 
exception to the present rule of difficulty . 
in forecasting. -In the first few months 
of this year champagne sales slowed 
down but there have been signs of 


-recovery in France singe the end of May. 


In export markets, and especially in 
Britain and Italy, sales volumes will 
depend on consumption levels during 
the final quarter. N , 
_ But- the combination of slackening of 
demand and an abundant`grape harvest 
has comé after several years of perpetually 
inadequate supply and should afford a 
better guarantee of price stability and 
therefore of more balanced growth. ` 
In cognac the sales fall has been less 
marked, but with stabilization of supply 
prices improving: the outlook for the 
future. Sales of perfumes and beauty 
products apparently know no bounds. 
The conclusion in the boardroom is 
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that ‘given the very particuler circum- 
stances of the present period, we cannot 


expect 1974. to produce the same rapid ` 


‘growth as 1973 or 1972’, although ‘a 

period of tougher commercial competition 

. and more stable supplies in the champagne 

and cognac sectars’ will provide scope for 

‘strengthening the group’ s position in all 
its fields of activity’. 

Lest any readers should be alarmed at 
the emphasis on ‘supply’ it may be noted 
that end-year champagne stocks were 
the equivalent of 62-5 -million bottles, 


63 million bottles. Champagn2 stocks at 
the end of 1973 were 11-8 per zent up on 
end-1972 and cognac stocks 8-4 per cent 
up. 


H 


Share Prices 


HEORETICALLY, company boards 

are not immediately concerned with 
the price of their companies’ shares on the 
stock market and the theory is comfortable 
when ‘other things are equal’ — the 
economy is set fair, the stock market is 
neither wildly bullish nor morbidly 
bearish, and there is no takeover possi- 
bility. The theory therefore only rules 
when practice fits. 

Presently, company boards are deeply 
concerned at the price of their companies’ 
shares because the price in the vast 
majority of cases rules out any Possibility 
of using the equity market or money 
raising purposes. 


Sir Eric Clayson, F.c.a., chairman of 
BPM Holdings, the newspaper and ` 


printing group, whose operating corner- 
stone is The Birmingham Pest & Mail 
subsidiary, tells shareholders in his latest 
review of his disappointment in leaving 
the chair at a time when the price of the 
company’s shares is so low. It is, he 
admits, ‘understandable that at a time 
of extremely high interest rates and 
dividends controlled either by regulation 
or by the difficulty of earning reasonable 
profits, investo:s tend to fight shy of 
equity shares’, 

Many fine companies ‘are capitalized 
on Stock Exchenge values at little more 
than peanuts and the paper ard publish- 
ing section is nc exception’. 

Sir Eric records that as he wrote his 
statement the price of the company’s 
shares was 22p, while the valte of assets 
per share at beok value ‘and. assets are 
very real and valuable) was nct less than 
Dep, and the dividend is covered by past 

. year profits more than three times. 
He- quotes Sir William Mather as 
‘ saying: ‘Shareholders should “ook at the 
real worth of the companies they own 
instead of being despondent over the 
„present low paper value of tkeir shares, 
, They should be assured thaz it is the 
stock market that has fallea, nct industry. 
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Company assets are now highe than they 
were when share prices were nearly 
three times their present value . 

The point to be made, of couse, is that 
share prices only reflect stees when 


those assets stand a chance of being ` 


realized. 


Research and Development 


ONCENTRATION of e=ort in the 
Brooke Bond Liebig zroup has 
resulted in the sale of a number of in- 


; terests, the most timely of which was 
with cognac stccks at the equivalent of | y 


certainly Welfare Insurence. Sir 
Humphrey Prideaux, in his statement 
with the 1974 accounts, reco-ds the sale 
of the ‘Garden Centres, th= specialist 
publishing ‘company Osprey, and the 
foodbrokers Interbro’. Thes= concerns 
lay outside the mainstream of group 
activities and none were contributing 
profits which matched the boasd’s criteria. 

A hard look has also bear taken at 
expenditure. on research. “W= decided,’ 
Sir Humphrey says, ‘to draw a clear 


distinction between researck and de~ 


velopment,’ and“ defines the former as 
essentially a long-term activity in which 
money and effort are devoted > develop- 
ing ideas which hopefully or — day will 
turn into profit. Large sums can be ab- 


, sorbed in this way and the zutcome is 


always problematical. 
He admits that in some industries 


much research is vital because the future 


of the industry may depend ca a stream 
of new ideas which can only flow from 
research. But that is not considered true 
of the food industry in whick the scope 
for fundamental research is much more 
limited. Development, on the ather hand, 
is considered ‘vital’. Effort is zo be con- 
centrated on development anc the group 
Research Centre has been closed. 

Brooke Bond Liebig, with g-oss sales of 
almost £452 million world wice, net sales 
of almost £380 million amd „pre-tax 
profits of £19154 million, is an inter- 
national organization. The directors 
consider that because of the group’s con- 


tinuing world-wide growth it would be an | 


advantage to have an international firm of 
accountants as joint auditors. Deloitte & 
Co, who already audit several of the 
company’s overseas subsidiaries, are to be 
appointed with the full support. of the 
present auditors Sharp, Parseas, Tallon 
& Co. 


Montague Burton 
Property Investments - 


HEN Montague Burtcn Property 
Investments was formed aad market- 
ed its two main attributes were cash and 
the facility to draw development properties 
from the parent Burton Group Although 
the second annual report shows cash 
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resources already under some pressure 
and short-term borrowings arranged from- 
the Burton Group to finance develop- 
ments, the group is much more liquid 
than many other property concerns. 

Bank overdrafts at August 31st stood 
at £3,335,196 against only £263,686, with 
a new £2 million ‘Short-term loan from 
holding company’ outstanding. On the 
other hand, although ‘Bank Balance’ 
figures at {5-28 million against nil, short- 
term loans to other members of the 
Burton Group were back from {2:73 
million to £600,000. 

Properties figure in the accounts at 
£44:07 million against {20°80 million. 
Since the financial year-end. the short- ` 
term loan from the parent has been 
extinguished by the sale back to the 
Burton Group for £2 million of Burton’s 
Arcade, Leeds. 

The directors’ report points out that 
there may currently be a ‘diminution in 
the present value of the group’s pro- 
perties’, although it cannot be reliably 
estimated, But the directors do not 


. consider any long-term impairment in 


values has occurred. 

Mr Raymond Burton, the chairman, 
records that. if there is no further legis- 
lation the company should be able to 
increase rents within the next 18 months, 
and taking that situation into account as 
well as the uncertainties ofthe market, 


‘it does not seem that there would be any 


Merit in obtaining a current professional 
valuation of the grovip’s properties’. 

Auditors Price Waterhouse & Co 
preface their report with the ‘explanation’ 
that ‘the directors consider that there may 
have been a diminution in the present 
value of the group’s properties, but it is 
their opinion that no long-term impair- 
ment in values has occurred’. 


Stock Exchange Study 


HE Stock Exchange has announced 

the results of a transaction study held 
on August 7th to analyse all bargains on 
that day by type of security and type of 
client. - 

The main points to emerge are that 
three-quarters ‘of all bargainsand four 
out of every five bargains in British 
stocks were for private clients. Private 
individuals accounted for 31 per cent of 
bargains by value in British and Irish: 
equities, while institutions were res- 
ponsible for 53 per cent. The balance 
was largely accounted for by overseas 


‘clients. 


A quarter of the value of equity turn- 
over was in foreign company stocks, and . 
over half the deals in foreign stocks were . 
for overseas clients or-on arbitrage ` 
account, thus underlining the import- 
ance of The Stock Exchange as an in- 


_ ternational market. 
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HEN " an institution such as 
National Westminster Bank 
needs to deny unequivocally a rash 
of stock-market rumours, then. it is 
_- rumour that is absurd. But in the City 
` ‘rumour feeds on itself to an almost 
terrifying degree and there almost 
comes a time when to deny rumour is, 
in fact, to feed it. . 
But for rumour to suggest ‘trouble’ 
_ in any of the clearing banks is absurd, 
even given the fact that the banks 
have their problems. Extensive over- 
seas operations have posed problems 
in terms of the major changes in 
currency values, while extensive prop- 
ping up and rescue operations at 
home In secondary banking and prop- 
erty situations have posed problems of 
worth and of the release of funds. 
It is an indication of the low level of 


City morale, however, that these facts: 


should be translated into terms of 
imminent banking disaster. The im- 
-mense worth of (e City in financial 
expertise is rarely fully appreciated for 


` all the efforts of the Committee on. 


Invisible Exports and other bodies. 
But even the good that is done by 


these institutions is undone by rumour . 


mongering of the kind that prompted 
the National Westminster Bank's state- 
ment. It is said that the stock market 
deals in greed, hope and fear, but it is 
fear that has the monopoly of the 
business now. 


CONTROL> 


With debate still-. raging over Mr 
Healey’s November Budget, a further 
package of measures even before the 
full-scale Budget in the spring is 
already being anticipated in some 
circles. The view is being taken that, 
for all the hope rather than faith that 
the Government places in the social 
contract and in the trade union move- 
ment e ability to honour it in some 
degree, the Government will need to 
take a much firmer line on wage con- 
trol than it has done so far. It is held 
that either the Government will have 
to agree on another wage freeze or 
Mr Healey will have to resort to stern 
monetary policy. 

Cynical observers of the political 
scene may see two points in these 
suggestions — one is that wage freeze 
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measures could qualify for the ad. ` 
jective ‘draconian’, and that would be. 


in tune with the Government's mood. 
The other is that stern manetary 
policy has been advocated by the 
‘right’ of the Tory Party and is therefore 
far more, likely to be taken up by a 
Labour Government than: by the 
Opposition. A further thought is that 


` in politics governments invariably have 
- to turn on their own supporters. 


PROPERTY: 


While property propping-up.- opera- 


tions worry both the proppers:and the 
propped, there is a tendency in the 
City now to regard property shares 
with a little less disfavour — and even 


with a degree of favour given that’ 


degree of selectivity necessary for 
considered judgement. 

The bulk of the property share list is 
now standing at little more than 
option- money: There are major prop- 
erty.companies where share prices have 


been slaughtered and where, given. 


the stability of the companies them- 


selves, the slaughtering ought to stop. 
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_:-Stockbrokers Joseph Sebag are 
currently taking a cautious view of 
selected property shares on the grounds 
of the selected companies’ strength, 
the eventual rise in rents, and the 
eventual proof that property will be 
shown a sound inflation hedge. 
' Property companies with limited 
and well-financed development pro- 
grammes ` and sound investment 
property holdings will certainly 
weather present storms. 


INSURANCE 


The banks are said to be pushing 
further into insurance and those who 
heed that forecast may note that the 
‘pull out’ in the Midland Bank Group 
newspaper concerns the Bland Payne 
Group, one of the larger insurance and 
reinsurance broking groups in the 
world which, through the Montagu 
Trust organization, is part of the Mid- 
land Bank Group. . 

Another major Midland Bank news- 
paper story is the introduction of the ` 
Griffin Household Insurance Plan by 
Midland Bank Insurance Services. 


‘Rates and Prices 


Closing prices, Tuesday, December 3rd, 1974 


Bank of England Minimum Lending Rate 


Oct. 19, 1973 ..114%, April 5, 1974  ..124% 
Nov. 13,1973 ..13 % April 11,1974 ..12 %° 
Jan. 4, 1974  ..123% May 24,1974 ..113% 
Feb. 1, 1974 ..123% Sept. 20, 1974 ..112% 


Finance House Base Rate 
December 1st, 1974. 12% 


Money Rates 


Day to day .. 2 -11% Bank Bills 
7 days 8 -11% 2 months 124—1234% 
Fine Trade Bills _.3 months 1234—12% % 
1 month .. 122% 4 months 13 -123% ` 
2 months .. 12%% 6 months 134-13 -% 
3 months .. 134% 


Three Months’ Rates 


Local authority deposits Zë WÉI ER 
e 7 Local authority bonds 1212 -= d 
PT Industrial Ordinary Index Sterling deposit certificates . 123-1 235% 
December 3rd, 1974, 163-2 Euro-sterling deposits .. 144—154% 
: $ Euro-dollar deposits . 10 -103% 
Treasury Bills ; Foreign Exchanges 
` Sept. 27 .. £10-9764% Nov.1 .. £10:9770% New York ... 2:3245 Frankfurt.. 5:7975 
Oct.4 .. £10-9795% Nov.8 .. £10-9840% Montreal 2-3050 Milan 1550-00 
Oct.11 .. £10-9495% Nov.15 .. £10-9865% Amsterdam 5:9850 Oslo 12-5400 
Oct. 18 .. £10-8850% Nov.22 .. £10-9866% Brussels .. 87-1000 Paris 10-7400 
Oct. 25 .. £10-8907% Nov.29 ...£10:9844% Copenhagen 13-5750 Zürich 6-3000 
Gilt-edged 
Consols 4% 248 Treasury 9% 1994 564 
Consols 24% 148 Treasury 84% 84-86 674 
Conversion 34% 22 - Treasury 84% 87—90 554 
Funding 34% 99-04 244 Treasury 64% 1976 924 
Funding 54% 78-80 723 Treasury 34% 77—80 70 
Funding 54% 82-84 623 Treasury 34% 79-81 67% 
Funding 52% 87-91 433 Treasury 5% 86-89 412 
Funding 6% 1993 423 Treasury 54% 08-12 344 
Funding 64% 85-87 .. 533 Treasury 24% 15 
Savings 3% 85-75 j 95 Victory 4% Sg 973 
Treasury 94% 1999 ` 603 War Loan 33% .. 203 
Retail Price Index (Jan 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept. Oct. Nov. Dec.. 
1971 147-0 147-8 149-0 152-2 153-2 1543 155-2 155-3 155-5 156-4 1573 158-1 
1972 459-0 159-8 160-3 161-8 162-6 163-7 1642 165-5 166-4 168-7 169-3 170-2 
. 1873 171-3 172-4 173-4 176-7 178-0 178-9 1797 180-2 181-8 185-4 186-8 188-2 
191-8 195-1 196-8 203-5 206-4 208-5 210-4 210-6 212-9 217-1 
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Su No Support bor 
i Equity Market 


DEA farecante of an n equity ‘market plunging nee the 
150 level in FT Index terms have not been so immediately 


: fulfilled as the forecasters would have had us believe. It is all 


too, true, however, that resistence points that were expected to 
prove strongly and even adequately held in the share market 


. decline have'crimbled and fallen ro the selling forces. 


There is, of course, one main.reason — the rate of inflation. 


That is the rate at which the. Government continues to print 


money, be it fe: (e purposes of reducing the steepness of the 
rise in ‘the Rates’ or preventing unemployment rising ` to 


_. unacceptakle levels. 


The Charterhouse Group has forecast that the first half: of 


1975 is likely to show a 2g per cent increase on a year-on-year . 


basis in hourly wage rates, and that such a rise will have to,be 
curbed compulsorily if it is nct curbed voluntarily. - - 

If the inflation rate is going to be running at 20 per cent at 
least in the early part of 1975, there’ can be no justifiable re- 


_ duction in yields at the undated and Jong dated end of the gilt- 
` edged market, end by the standards of the current equity market 


no basis for an improvement in equity levels either. 


But if the stock market is to perform its accepted function of 
forecasting events six months ahead, it ought in the New Year 
soon to bezin looking towards the less fearfully inflated times 
of the second half of 1975. 


There are hopes of lessened inflation in. the second, half of 


1975 on a number of counts: anticipation of either compulsory. 
wage control or of wage control through harsh monetary policy, 


- a further reduction in commodity prices, and cutbacks in in-’ 


vestment and business spending which will lead to a. more 
balanced cash flow and liquidity situation in Industry and a 


healthier basis for expansion in 1976. 


But looking at the second half of 1975, and even into 1976, is 
in the nature of long-term forecasting under present conditions. 


And attempts to forecast British economic prosper panot be 
_ made in isolation. E 


There are international factors to be takeni intó account and the 
strongest of these is the threatening onset of an oil payments 
crisis. Currency markets are in danger of being inundated by 
oil-produc:ng country surpluses. 


Many schemies have been put forward for dealing with the 
situation end Mr Denis Healey and Mr Harold Lever are 
visiting ‘Saudi Arabia and Persia soon, doubtless to debate the 
troubles at their source. 


There is a vast flood of funas seeking shore term accommoda- 
tion, and at the other end of the market there is an almost 
complete absence of confidence either for long-term lending or 


. long-term borrowing. Short-term interest rates are depressed 
` by the weight of funds while long-term interest rates stay high 


because of the pressure of inf.ation. 


The difference between yields on ‘shorts’ and long and un. 


dated stocss in the gilt-edged market continues to widen, and 
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a relatizely firm short market fails to pull the long end along 

with it There can be little change in this situation in the ; 
immed=te future, and while there may be considered to be 

attractie opportunities for redemption yield inv estment, it ` 
would >e wrong even now to suggest that present buyers at the. 
long ¢ enc are buying at the bottom of the market. 


A se=ction follows: 


` British Funds 


Price Yield Yield 1974 , 
© (flat) (red) High Low 


9448 3:16 10-50 95% 903 
3-39 8-63 89% 814 
16-86 16-94 678 474 
16-99 16-98 63} 463 


Saving=3% per cent 1975 
Electric = per cent 1974-77 .. 883 
Treasur 8 per cent 2002-06... , 484 
Treasury 73 per cent’2012-15 483 


H 


Ordinzry ahars: 


Some --ommentators have described , equity buying — even at 
- presert prices (or possibly because of present prices) — as an 


act of saith or a gamble on survival. That may be an extreme 
view Ent it has tobe agreed that whatever attributes any 
particu:ar equities may have, they may under present conditions 
be suk«--dinated to the general market tone. 


At p-esent it is difficult to see that trend changing’ markedly 
for the Detter. The present equity buyer may still have to ride 
out lower prices but the upturn when it comes will be quick and - 
strong. The- following are selected; 


Price Yield P/E High Low. 
79 77 99 178 72 
38 15:5 17 80 .37 


J.Sainscury25p shares ` 
Barratt Bevelopments:10p shares . .. 


Wheats azaf ` Distribution & Trading ` 
.25p sares, -57 108 43 140 56 | 


British k ame Stores 25p shares 154 68 96` 241 135 


pe 


J. ere E 


Sainsbary’s have. recently announced half-year earnings „at 
£361 million net against £3-30 million, albeit on a turnover of 


Jana ‘million against £17680 million. But fo have kept 


‘profits on the right side in the 28 weeks to September 21st was 
a coneclerable achievement. Some reduction in the rate of: 
turnover increase is expected in the current half year, but 
relaxaton of the Price Code could help margins. ` 


d od l 
Baar Developments ` 
This i. one of the strongest and broadest-based of the UK 
house ‘suilding organizations. It completed over 3,100 houses in 


the ye-z to last June and expects to exceed that figure in the 


. curren. year. 


Precominantly operating in the North and in Scotland, the 
group is well managed and strongly financed. A 4-5 million 
contra- has lately been signed with Moelven Brug, of Norway, 
for (aer houses to be sold to local authorities, mainly in Scot- 
land. 


Ths is a successful company in an GEN depressed 
indus: 77. 
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` Wheatsheaf i 


This is a fast expanding group in a growing fetail, wholesale 
and cash and carry market. In the past five years pre-tax profits 
have moved up from {1-21 million to £3:07 million, largely as 
the result of concentration òn large scale wholesaling and retailing. ` 
Current year first half profits were some 30 per cent down. on 
the first half of last year, but significant improvement ee, > 


pected in the second half. 


THE surrender of income bonds for 
guaranteed high values has been at the 
bottom of the troubles of some of the 


smaller life offices. All should have been™ - 


well if interest rates had not risen so 


sharply. This meant that it was profitable ` 
' for bond holders to surrender their bonds 


and invest the proceeds elsewhere. But 


the rise in interest rates had the effect of ` 
reducing the value of the investments held 


by the life offices. 
The Provincial Life Asda Co was 


one life office issuing income . bonds. 


which refused to guarantee its surrender 
values. Bond holders wishing to surrender 


have been peeved at the low values’: 
quoted. But they have the advantage that | 
the company will keep to its part of the, 


bargain ~ paying the income regularly, 
, and refunding the whole of the original 
purchase price at the end of the term. If 
more companies had taken that line, 
there would not be the troubles which we 
have seen; and more can be expected in 


the future. ep 
d d 


IN conjunction with Williams and Glyn’s 


, Bank, together with Williams and Glyn’s 


Insurance Consultants Ltd, the Norwich 
Union Life Insurance Society has de- 
veloped a partnership loan scheme for 
professional partnerships or individual 
partners wishing to raise medium to long 


term finance — sometimes with collateral .- 


security, and sometimes without. 


It is intended that the scheme should.’ 
„provide loans for such purposes as re- ' 


placements of capital withdrawn by a 
retiring partner, acquisition of a partner- 
ship share by a new partner, or to provide 


‘working capital for an expansion or 


merger. Loans can also be considered for 
renewing the leasehold of premises, or 
purchasing the freehold. Purchase of 
equipment, also, can be met in this way. 
‘Advances are made by the bank over a 
ten- to fifteen-year period, and are repaid 
by endowment assurance which can be 


- on a with-profit or non-profit basis. The 


minimum loan is £10,000. 

The scheme is intended for established 
professional partnerships, such ‘as ac- 
countants, solicitors, architects, stock- 
brokers and dentists. , The interest rate 
charged, generally, will be linked to 
Williams and Glyn’s base rate, and will 
reflect the relatively long term nature of 


‘mature in years 1977 to 1980, 
- received a letter pointing out that the 
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British Home Stores 
The: company’s half-year performance was above expectations 
and earnings should prove.to be still on a rising trend. Market 
forecasts are for earnings per share of 18p for the year to next 
“March against 16-3p in 1973~74 out of pre-tax profits in the 
‘£17 million region against, £1546 million.” 
‘The company is currently proving the: best earnings proposi- 


763 


Së 


\ , ` ‘tion of the three: leading chain store ‘groups. : 


the loan, as ‘wall as normal banking 
principles. i a 


ee &. 


Hoe of Family. Bonds with the 
M. and G. Friendly Society, which 
‘have 


investment policy required to be pursued 


_for the benefit of holders of shorter dated 


family bonds differs from that BESCH 


` to longer dated bonds. .. 
In 1971, the benefit fund was, ‘divided 
. into two parts. One part (the Benefit Fund 


1976) is attributable to bonds maturing 
on or before May’3rd; 1976, and the other 
part (Benefit Fund 1977-86) to all other 
bonds. Now, after”corisulting with the 
actuary, ‘the Cömmittèe has decided that 


the ' Benefit Fund 1977-86 should be | 


further divided. 

The part: attributable to the bonds 
maturing on or before May 3rd, 1980, will 
be known as the Benefit Fund 1977-80, 
and the other ‘part will be known as the 
Benefit Fund 1981-86. The prices of 
units of all parts of the Benefit Fund will 
continue to be published. 


d k & 


PENSIONS | for the: ‘self-employed’ are 
retaining their popularity in view of the 
tax relief which can be claimed on the 


- contributions. But there is a much greater 


swing’ towards: single „premium contracts 
so Chat an: ‘individual i is.not committed to 
the same contract in the years ahead. 


‘One of the reasons for so mariy people 


wishing to ‘shop around’ each year is 


‘that the right medium for ‘contributions 
. one year could be the wrong choice the 
‘following year. 


One. way of overcoming the difficulty of 
having too many different contracts at the 
end. of the day is to use the Select 
Pension Plan, set up by Anderson Finch 


Villiers (Trustees) Ltd. At any. time, 
contributions can be made in any pro- , 


portion to a with-profit policy arranged 
with the Provident Mutual, a property 
linked contract with Property Growth 
Assurance, or an equity linked contract 
with M. & G. Endowment and Pensions 
Assurance Co. A straightforward certi- 
ficate is issued which shows where 
contributions have been invested and the 
current position, taking into account 
earlier contributions. 


Each of the three constituent schemes 
is-.a leader in its own right. At the 
moment, perhaps understandably, vir- 
‘tually no money is going into the property 


.. linked contract, in view of the somewhat 


gloomy outlook for. property in the future. 
For-those with a cautious turn of mind; 


the . profit sharirig contract’ with the 


Provident Mutual should, provide good 
value and the terms under this scheme 
are. rather better ‘than: for an individual 


'. making his‘own arrangements. 


Understandably, a certain amount ‘of 
caution is being exercised. in connection 
with the equity linked pension contract. 
But, for anyone under the age of, say, 45 
or so, in view of the exceptionally low 
level, of equities at the moment, this . 
could well prove to be a good investment 
in the long term. Nevertheless, care needs 
to be ‘exercised when deciding to take 
this part of the pension plan. Much will 
depend on stock-market. conditions at the 
time — and an individual can choose the 
most appropriate moment between his 
6oth and 7oth birthdays. : 

SLATER, WALKER Trust MANAGEMENT 
Lrp has been writing to the trustees of ' 
charities saying that, in view of the world 
wide economic uncertainty, it feels it 


. vital for most UK investors to have a 
, proportion of their portfolio in gold 


shares, since they are the only real 
hedge against extreme currency troubles, 


` are generally high yielding, and are one 
‘of the few investment opportunities in 
-the world today which have a strong 
_upside potential. 


Most charitable trusts are prohibited 
by their trust deeds from’ investing in any 
shares which do not have trustee status 
and in shares which are not registered in 
the United Kingdom. One suggested ` 
way round this is to invest in the com- 
pany’s Minerals Trust. For charities, the 
initial management fee of £3} per cent 
can be reduced to the same level as would 
be charged for private portfolio manage- 
ment, which is 1 per cent. 

The investment objective of this trust 
is to achieve capital growth by investing 
primarily in high grade, long life gold 
mining shares. Slater, Walker consider 
gold shares to be an ‘attractive investment 
and, ` ideally, up to 20 per cent of a 
portfolio should be invested in this area. 
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Review of the Present Conduct 
and Supervision of the Securities Market 


of Accountancy Bodies. 


Position of the Se bodies” 


HIS memorandum has: teen prepared: in response to a 
request by the Department of Trade for views in the context 
of a review of the conduct end supervision: of the securities 


market as part of the Department’s iere review of company, E 


law. 
2. It will be Steeg thet he E bodies: are Got 


amongst those bodies which ‘constitute and manage’ the‘securi- ` 
` ties market. They are concerned with the important function of 


providing esser-tial financial information relating to. companies 
in an orderly and consistent manner. It'is true that it is very 
largely on the basis of this info-mation that the market deals, but 
the concern of the accountancy bodies as such is ‘with companies 
as continuing operating entities and not, except indirectly, ‘with 
their shares or debentures-as market counters. “ KR 


3. Accordingly, they do not regard themselves as called upon 


to elaborate the published seurces about their present work, 


In any event their obligations, Darticularly in the field of account- 
ing standards, the i improvement of auditing practices and com- 
pany law, will be well known -o the Department, not least from 
the several memoranda on company law reform which they 
submitted in 1973. 


4. The interests ‘of the accountancy bodies include unquoted 
companies and indeed unincorporated businesses. Geographi- 
cally they are now world-wide. From both these points of 


“view, their interests go far beyond the companies whose 


securities are traded on the UX securities market. 
5. The accountancy bodies consider it important to state 


. their positions at the beginning of this memorandum, in ‘order 
that- there should be no misuaderstanding of the point of view 


from which the comments which follow are made. 


Supervision of the securities market 


6. The notion of supervision now being canvassed appears to 
derive from misunderstanding and a suspicion; fuelled by 
occasional scandals and by the traditional secrecy of the ‘City’, 
that both those engaged in the securities market and the market 
mechanisms themselves operate to the disadvantage of the public. 

The occasional scandals zre imagined to be the tip of an iceberg 
of malpractices and are used as.a reason for wholesale changes, 


` in particular supervision and control by an outside agency set 


up by the Staze. So far as the accountancy bodies are ‘aware, 
there is no eviCence to support any suggestion that there may be 


` widespread mezlpractices in the operation of the UK securities 


markets or connivance at exploitation of the general public. 
7. The benefits of self-regulation within a broad framework of - 


well defined company law are considerable and should not be 


lightly discarded. They include: 


(a) A flexibility and speed of response to developments which 
cannot be matched by formal regulation by law; 


-(b) A system which rests on observance of good faith and 
equity will more easily secure a fair market than a system of 
statutory control; 


. A. iemoranduin of jcominieiite to the Department of Trade submitted by. the 
‘Councils of the six constituent members of the Consultative Committee ; Ei 


(c) The statutory regulation of the market would require a 
velume of complex law; the nature, of the securities market 
is such that the task of making legal provision for every 
sicuation would be an extremely complex, if not impossible, 
tsk; 


(d) F-eedom to adapt so as to compete with other financial 
centres.. 4 

8. As regards the, question whether some new ‘form of super- 
visory authority should be established, the accountancy bodies ` 
question whether; 'so long as a free market in securities is to 
continue,’ any. form. of supervision can obviate occasional 
scandab. Supervision has reached its most developed form in 
the United States yet; in spite of a Securities Exchange Com- 
missior with over 35 years’ experience, the problem of the 
_ protect on of the investor has not been wholly solved. 


g. It is a matter for regret that the proposals in the Companies S 
Bill of 1973 for the outlawing of insider trading, the control of 
‘wareLsusing’ and strengthening the powers of auditors died 
with tke remainder of the Bill. In the view of the accountancy 
bodies these provisions, subject to certain amendments, would 
have gone some way to remedy two of the principal mischiefs 
which Jead to complaint. Their enactment, together with a 
vigorous enforcement of the existing requirements, would have. 
removed much of the need for the present inquity. 


` 10. The accountancy: bodies do not consider that in a market 
situaticn it is possible to secure absolute fairness as between 
investcrs. A ‘perfect’ market, cannot exist, as theré will always 
be those who are better-informed and better-advised than others. 
-It also appears to be a fact of life that however stringent a 
system. of control, some, a SE will always.succeed in 
circumventing it. 


11. H therefore appears that the question to be considered is 
the balancing of the advantages of control by a supervisory. body 
as a deterrent to the occasional offender against the disadvant- 
ages wnich these would undoubtedly cause for the market as a 


` whole: How far is it desirable to restrict the freedom of the 


matket as a whole i in order to control a minority of ill-disposed 
E 


"he accountancy bodies are not aware that there exists in 
See SS isdiction overseas a form of supervisory authority that is 
so plainly and significantly superior to the present UK arrange- 
ments that such a model should be adopted here. This is not to 
say that the present UK arrangements cannot be improved; 
but ce-tainly no convincing case for their drastic amendment 
has been made. Moreover, in the absence of any coherent pro- 
posals, it is difficult to envisage what the size, cost, legal status, 
powers and accountability of such a body might be, and in such 
circumstances comment must be too speculative to be of value. 


13. One point can, however, be made with confidence. 
Whetker or not it proved more effective, a drastic change in the 
presert system to some more elaborate apparatus would place a 
significant burden of extra cost on the securities markets and the 
businesses and persons who have recourse to them. This cost 
would consist not only of the cost of maintaining the regulating 
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authority itself but, no less importantly, the hidden cost to the 
providers and users of the market’s services of the ‘shadow 
bureaucracy’ of experts which must necessarily be expanded to 
ensure that the regulating authority’s requirements are complied 
with. If these costs grow disproportionate to the extra confidence 
in the market which they are intended to engender, the attrac- 
tions of London as a major financial centre will be threatened. 


14. In the view of the accountancy bodies, no case has yet 
been made out on practical grounds for a statutory supervisory 
body to regulate the securities market = certainly not for a 
body on the lines of the SEC. It is their view that the bodies 
most concerned in the regulation of the securities market for 
example, The Stock Exchange and the City Panel, should 
be provided with details of the mischiefs it is sought to 
overcome and their assistance sought in providing the neces- 
sary remedies. Only if these are thought unsatisfactory should 
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consideration be given to setting up a statutory body. : 


15. The accountancy bodies do not claim that the present 
system is perfect. But they think it is necessary to identify the 
problems before attempting to solve them. In their view, the 
balance of advantages is firmly on the side of self-regulation, 
and they would regret the introduction of a more authoritarian 
system. 


16. The accountancy bodies are unwilling at present to 
comment upon the structure a hypothetical supervisory body 
should assume. To do so might imply that they favoured the 
establishment of such a body. However, if after the consultations 
with the City bodies suggested above the Government neverthe- 


less decides upon the introduction of a supervisory authority, 


they would strongly recommend that the present system should 
be left substantially intact; and would be pleased to comment in 
detail on the form such a supervisory authority might take. 





Letters 





Taxation of Stock Profits 


Sir, — I am glad that your correspondent J. J. Gabrielczyk 
(November 28th) does not deal with my accounts. How taxable 
profits can be increased because the replacement cost of stock 
has risen when FIFO is used is beyond me. Perhaps things are 
done this way in London. 

Yours faithfully, 


New Milton, Hants. H. L. BAKER, A.C.A. 


[Mr Gabrielczyk’s point, as we understand it, is that under 
FIFO — assuming a normal turnover of stock — purchased goods 
and components are issued to sales or production in order of 
their acquisition, so that the latest purchases (at inflated prices) 
are those in stock at the year end. LIFO, on the other hand — 
which is not accepted by the Inland Revenue in the UK — charges 
sales or production with the current cost of purchases. — EDITOR. ] 


The Money Supply 


Sir, — The reaction to my article on “The Money Supply’ 
(October 24th) prompts me to attempt a further clarification 
after discussion with a practising banker recently. 

It is apparent that there is considerable misunderstanding 
inside the banking world as well as outside, because the notion 
that the banks can create credit is an economic concept backed 
up by the usual assumptions about human behaviour, fitted 
into a theory and culminating in a mathematical formula. The 
result is a spurious authenticity based on arithmetical accuracy 
and banking facts. 

Through experience the banks have established a statistical 
probability that, other things being equal, their customers will 
demand 8 per cent of their deposits back in cash on any one 
day. That statistical probability is only valid for all the aggre- 
gated deposits of all their customers; it is not, obviously, valid 
for the individual account. It ought to bear some relation to the 
‘money stock’ which is about 20 per cent of the total ‘money 
supply’ but it does not — because not everyone has a bank 
account. However, it does enable the banks to apply a rough- 
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and-ready rule to their activities and retain in cash about 8 
per cent of their liabilities to meet depositors’ demands. 

The economist turns this ‘cash ratio’ on its head and states: 
“Therefore, every time they (the banks) receive {100 of cash 
they can regard this as the 8 per cent cash base for deposits of 
£1,250, the original £100 together with an additional £1,150 
which they create merely by book entries in the accounts of clients 
who want to borrow’! 


They then claim to find support for this astonishing piece 


of illogicality in an illustration of the velocity of circulation of an _ 


original deposit of £100, thus: 


£ £ 


A deposits with bank .. x 100 100 


s . Cash 
Bank retains 8 per cent and lends 


Zi oe ee SÉ: 92 
B pays C and C deposits with 

bank .. a aks Si 92 
Bank now retains 8 per cent of 


£192 and lends D 
And so on to 
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£1,250 £1,250 
Certainly the bank aggregates its deposits, because each 
deposit creates a liability to repay and if nothing else happened 


the above situation could only be unwound by reversing the 
transactions so that A could have his £100 back. In practice, 
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the banker expects his customers who borrow money to earn 


enough to pay his interest charges, and repay the principal 
sums in due course. If these customers are successful, then it is 
clear that their activities must generate additional spending 
power and, to the extent that they repay in cash, the demand for 
currency must increase. 

All that the banker has done is to lend that original deposit 
out time and time again, and the fact that he decides as a matter 
of prudence to maintain a cash ratio of 8 per cent is neither 


here nor there. In fact, in September 1971 the Bank of England | 


introduced a minimum reserve ratio of 12} per cent in a quite 
arbitrary manner and followed this up with a call for special 
deposits. The effect of these two decrees was that the banks 
were able to put less money to work and lost interest thereby, 
for it is only recently that the Bank of England has been 
authorized to pay interest on these special deposits. 

It is interesting to note that bankers generally now are not 
convinced that even an 8 per cent cash ratio is necessary with 
the increasing use of bank accounts by the nation as a whole; 


and 8 per cent of all the clearing banks deposits by customers 
is a significant amount of money. 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 
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CASSL New Members’ À 


Meeting 


Students and the Profession 


ONDON students who have signed 
training contracts within the last 


12 months were left in no doubt on 
Tuesday: of last week that CASSL is 
-~ paying more regard to the future than 
= respect for the past. 


The occasion a new members’ 
meeting at Chartered Accountants’ Hall — 
was packed to capacity. Such a good 
response was a welcome surprise to the 
CASSL Executive. Furthermore, so large 
an audience could not have turned up at 
a more appropriate time in this period 


of rapid change in student affairs in 


order to learn something of the role of 
the Institute, the London and District 
Society of Chartered Accountants, 


_ CASSL, ACASS, and the public and 


private sectors of education. 

New students can indeed count them- 
selves fortunate to have such a forward- 
looking Executive. What a transforma- 
tion the event was from the dull pattern 
of former years when this annual occasion 


attracted but a handful of new students 


who had to squeeze into the old library 


= at 43 London Wall. 


No major CASSL event would be the 


same without its President, Mr Dudley 


Morse, F.C.A., who is always on hand to 
greet, in such a disarming way, the learned 
and the learning. His knack of striking 
the right note when chairing such events 
was once again appreciated by all who 
attended. 


The Institute and the LDS 

The first speaker, Mr F. J. G. (‘Jack’) 
Whinney, F.c.a., Chairman of the Lon- 
don and District Society of Chartered 
Accountants, soon put the audience at 


ease with his relaxed and informal style, 


and dispelled any possible ‘starchiness’ 
from the proceedings. 

An outline of the role of the Institute 
and the LDS could easily have become 
something of a bore, but in an interesting 
way Mr Whinney saw to it that his 
audience was made aware that both 
bodies played a very important part 
indeed in the future of students, and that 
they were not as remote and disinterested 
in student affairs as many imagined. 

‘There was’, said Mr Whinney, ‘a 
considerable awareness on the part of the 


Institute to project more than ever before 
its vital role in the problems facing the 
country.’ By this, he said he did not wish 
to imply that the Institute was a political 
animal — far from it. The many skills 
which members of the Institute possessed 
enabled them to make a valuable con- 
tribution to the recommendations which 
the Institute submitted to the Govern- 
ment, 


Active society 


On the role of the LDS, he said that 
it, too, was actively concerned with 
‘affairs of State’ — through the Institute. 
It was also a society which in recent 
years has shown tremendous activity 
through its residential courses, con- 
ferences and evening meetings. It had 
as many as 22 discussion groups covering 
all aspects of the profession. Its relation- 
ship with CASSL was a close one. The 
LDS was, Mr Whinney went on, not 
unaware of student problems and its 
student liaison committee was specifi- 
cally a committee which could monitor 
students’ difficulties and, where possible, 
give help. 

He finished by urging students to 
become fully involved in the activities 
of CASSL and the profession as a whole. 

Some forthright views were expressed 
on the role of the private sector in 
accountancy education by Mr Ronald 





A record attendance. 
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Ind, B.A., F.c.A., Chairman, The Associa- 
tion of Independent Tutors in Ac- 
countancy. 

He said that one of the peculiar 
features of the system of academic 
training for the qualifying examinations 
of the Institute was that it was nearly 
all undertaken outside the public ed- 
‘ucational system. Although the cost of 
training a student in a private school 
is very much lower than that in a 
polytechnic or university, the incidence 
of cost fell on the employer or student 
and not on the general body of tax or 
ratepayers, 

It was worth while, said Mr Ind, to 
examine why the profession is prepared 
to pay training costs and put forward the 
following reasons: 

The theoretical content of academic 
accountancy was, even today, very ‘thin’, 
This made the subject matter unattractive 
to many university teachers; accountancy 
was a very practical subject, and no self- 
respecting academic liked to play second 
string to a practitioner, and neither 
universities nor polytechnics were at- 
tracted by the idea of preparing students 
for examination set by a third party 
such as a professional association! 

This last view, said Mr Ind, was 
probably crucial. “The Institute is un- 
likely to abandon its examining function 
and will, therefore, have to rely on the 
private sector schools for examination 
training.’ In the long run, it was likely 
that the Institute itself would have to 
supply its own examination training, 
probably by means of taking over the 
private schools! 


Home study 


Mr R. E. G. Perrins, F.c.a., of The 
Association of British Correspondence 
Colleges, started by saying that it was 
no good denying some of the disadvant- 
ages of home study, namely, that it 
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tended to be impersonal in that for many 
it had been conducted entirely by post 
and one had to accept unavoidable 
postal delays. In addition, the demands 
on the student were such during the 
day that it was understandable if he was 
tired in the evening. 

However, there were also decided 
advantages to home study in that a uni- 
formly high standard of course was 
available to all and the rate of progress was 
left to the individual student. In addition, 
the practice and discipline- of working 
and submitting tests at regular intervals 
was good preparation for the written 
examinations set by the Institute. 

For a long time now, said Mr Perrins, 
the correspondence colleges had realized 
that the ideal is for private study at home 
to be linked with the systematic system of 
tutorial guidance, and tø this end ar- 
rangements had been made with various 
technical colleges ` and polytechnics 


throughout the country to provide such a 
link, and this gave extremely useful 
back-up to those embarking on a cor- 
respondence course. 

The link in the system is essentially 
the link between home study and oral 





Mr F. J. G. Whinney, F.C.A., Chairman of the 
London and District Society, right, and 
Anthony Cory-Wright, Honorary Secretary of 
CASSL. 


tuition. There were public sector colleges 
who provide both oral tuition and home 
studies in a sufficiently comprehensive 
manner so that association with the cor- 
respondence colleges was not necessary. 
In the majority of cases, however, this 
was not so and the public sector colleges 
welcomed association with tutors special- 
ized in correspondence tuition as they 
recognize that they can make the best 
use of their educational resources in the 
provision of the oral link. What is 
essential is that throughout the period 
of study the student has access to oral 
tution — not solely immediately before 
his examination. 
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Mr Dudley Morse, F.C.A., President of the Society, 
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, centre, with Malcolm Angell, the Society's 


Chairman, /eft, and Mr J. D. Dain-Williams, Administration Director. 


Mr Perrins concluded by saying that 
now that link study is with us it will be 
increasingly important for the student to 
complete his home study course if he 
is to derive the proper benefits from oral 
facilities which form part of the in- 
tegrated scheme. 


Variety of courses 


Explaining the function of the public 
sector, Mr Richard Lewis, M.SC., A.C.A., 
principal lecturer in accounting, City of 
London Polytechnic, pointed out that 
universities and polytechnics provided a 
wide variety of courses leading. to the 
Institute’s examinations — some in part- 
nership with correspondence colleges, 
others providing their own linked material. 

Public sector courses, said Mr Lewis, 
suffered from disadvantages like the 
‘heavy hand of bureaucracy’, but did 
offer a number of advantages with their 
considerable teaching experience such as 
in post-qualification degrees. There was 
ample scope for newly qualified account- 
ants for research through Masters de- 
grees and the vast majority of universities 
and polytechnics accept the A.C.A. 
designation as equivalent to degree for 
admission to graduate work. This, he 
added, was very worthy of consideration 
after passing the Institute’s exams. 


Hearty disdain 


‘Is accountancy an academic subject?” 
asked Mr Lewis. ‘Some academics think 
not but then academics share a hearty 
disdain for other people’s subjects.’ A 
more strident cry, he said, came from 
practical men that accounting is a 
pragmatic subject. 

He contended that it was essential that 
accountancy should be fully developed 
as an academic subject. Practical men, by 


necessity, must, he said, concentrate on 
day-to-day problems. Academics look 
at problems on the horizon and should 
peer over the horizon to see what prob- 
lems are likely to emerge. A good 
example of this was accounting for 
changes in the general price level. 
‘When I qualified, just under ten years 
ago, I was taught that general price level 
accounting was unnecessary and, in any 
case, impracticable. Now we have a 
provisional SSAP and that would not have 
emerged were it not for the work of 
academics, often derided by practical 
men’, he declared. 

Accountancy is still young as an 
academic subject, and is now firmly 
established in most universities. 

Whatever the final reaction to the 
Solomons report is, said Mr Lewis, it is 
clear that there will be considerable 
expansion in full-time accountancy edu- 
cation. ‘We need bright young men and 
women. So please consider an academic 
career. If insufficient accountants come 
forward, the profession will suffer. If you 
enjoyed your Foundation course or 
studying for your degree you will pro- 
bably appreciate some of the advantages 
of the academic life.’ 


Work of CASSL 
Malcolm Angell, chairman of the Lon- 
don Students’ Society, enlightened his 
audience on the role of CASSL in arrang- 
ing residential and one-day courses, 
campaigning for better working con- 
ditions — including a vigorous policy for 
improved salaries — and the Society’s 
relationship with the Institute and the 
London and District Society ‘by which 
much has been achieved for members’. 
He made a forceful case for the need 
for more students to become actively 
involved in the Society’s work. ‘We are 
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particularly on the lookout’, he said, ‘for 
those interested to spare time to help 
administer courses and act as firms’ 
representatives.’ 

Malcolm Angell concluded by saying 
that the Society was active in organizing a 
varied social programme. 


Improving conditions 

Paul Hendrick, President of ACASS, 
briefly outlined the Association’s struc- 
= ture and said that its basic aims were to 
= improve the conditions of employment 
= and general education of its 18,000 
= student members. 

The main stumbling block to achieving 
these objectives was, he claimed, the 
archaic ‘apprenticeship system’ of train- 
ing. Such a system in any occupation 
_ had three basic objectives: to provide a 
_ regular supply of cheap labour, to control 
entry to the organization and to provide 
a system of education and training based 
on a slavish subservience to tradition 
rather than constructive innovation. 


Excessive overtime 
On the subject of cheap labour the 
problem was not, said Paul Hendrick, 
merely one of low salaries. There was, 
_ for example, the problem of excessive 
overtime working in many large firms 
which found this practice more profitable 
= than employing adequate numbers of 
staff and allowing them to work normal 
hours. The Institute, which had strict 
controls on students taking part-time 
= jobs, turned a blind eye to this practice. 
The type of work, too, given to many 
new students was, he declared, an insult 
to their intelligence. It was akin to 
"expecting a civil engineer to spend a 
= year digging trenches as part of his 
= qualification. The Institute should en- 
courage the development of a recognized 
grade of accounting technician for the 
whole profession. 
- On the subject of education policy, 
= Paul Hendrick criticized the ‘exam- 
= Orientated’ nature of the Institute’s 
educational system and said that student 
= fears that exams were used more as a 
means of regulating numbers in the 
profession rather than as a_ purely 
educational test were not alleviated by 
_ the fact that pass rates in the last exam 
before qualifying were consistently lower 


than in earlier exams. 
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Certified Students 


Tue Central London Society of Certified 
Accoyntants (CLS) held an intensive 
residential revision course at Queen’s 
Hotel, Brighton, from November 21st to 
November 24th. A total of 128 students, 
20 of whom were women, participated in 
the course, which covered sections III, 
IV and V of the examinations. 

Held in conjunction with the London 
School of Accountancy, the aim of the 
course was to provide facilities for those 
students preparing for the December 
examinations by correspondence courses 
and part-time attendance at polytechnics 
to obtain the benefits of concentrated oral 
tuition. 

During the day students were given 
formal lectures accompanied by study 
notes and worked examples. In the even- 
ings, some participated in case studies 
whilst others joined tutorial groups in 
subjects of their own choice. These 
sessions provided students with oppor- 
tunities to discuss their individual prob- 
lems in a more informal manner. 

In response to the enthusiasm of 
section IV students, Mr R. Walk, 
F.c.A., began an additional lecture on 
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advanced costing at 9.45 p.m. and mem- 

bers expressed disappointment when he 

terminated the proceedings at 11.30 
p-m. For other students the case studies 
and tutorials lasted until after 10.30 in 
the evenings so that the enticement of the 
free disco and jazz band provided by the 
hotel management were very much 
under-utilized due to the students’ non- 
stop efforts to obtain maximum benefit 
from the weekend. 
The success of the course can only 
be judged by the subsequent perfor- 

mance of the students, but comments 

made in the course appraisal indicate 
that those who attended were well 
satisfied with the general content and 
standard of presentation. In fact, one 
comment which arose again and again 
was that the course was too short. 

Some of the students travelled from 

Scotland, East Anglia and the Midlands, 
thus showing there is a need for other 
district societies of the Association to 
consider providing this form of residential 
course, thereby saving students the ex- 
pense and frustration of long-distance 
travel. 








| Observer's Column | 


All-important Differences 


THOSE in receipt of incomes exceeding 
£10,000 per annum will await, with an 
interest at once morbid and masochistic, 
the findings of the Commission on Distri- 
bution of Income under Lord Diamond 
(himself a chartered accountant). Some 
comfort may, however, be drawn from the 
fact that most Royal Commissions drag 
out their business interminably, so that by 
the time they report (assuming present 
trends continue) most miners will be 
earning more than that figure too! 

The thinking behind inquiries of this 
nature all too often overlooks the essen- 
tial economic realities. The law of 
demand and supply applies to talent, 
resourcefulness, industry, comscientious- 
ness and efficiency, just as it applies to 
the purchase and sale of commodities. 
If such qualities are at a premium (and 
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heaven knows how rare they are today) 
someone will always be prepared to pay 
for them. 

If high incomes which arise from the 
exercise of these abilities are automatically 
decimated by taxation or other controls, 
we must expect the possessors of talent 
to purvey their skills in greener pastures, 
and the country will be the poorer. 

There is, of course, a vast distinction 
between incomes arising from the exer- 
cise of skills and sheer hard work, and 
incomes which are essentially unearned, 
whether in the form of interest, dividends, 
rents or sheer speculation. Let us hope 
that Lord Diamond and his colleagues, 
even though reporting within strict terms 
of reference, appreciate the economic 
significance of this all-important differ- 
ence. 
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Notes 


and 
Notices 


PROFESSIONAL NOTICES 
DELOITTE & Co regret to announce that 
Mr Jonn (Jack) A. Stewart died on 
Sunday, November 24th, 1974. Mr 
STEWART was formerly a partner in KERR 
MacLrop & Co, of Glasgow, and 
became a partner in DELOITTES following 
the merger with that firm on January 
1st, 1974. He was President of The In- 
stitute of Chartered Accountants of 
Scotland in 1968-69. 

Prick WATERHOUSE & Co (United 
Kingdom firm) announce that Mr M. R. 
Harris withdrew from the firm on 
October 31st, 1974, in order to take up 
his appointment as Director-General of 
the Panel on Take-overs and Mergers. 

TurQuanps BARTON MayHew & Co, 
Chartered Accountants, announce that 
they have opened a Glasgow office in 
association with Rem & Marr, Chartered 
Accountants. The partners in the Scot- 
tish firm will now be: Messrs D. GARRETT, 
D. C. BurLING, P. C. Forses, H. P. 
Gorp and P. S. THRING, practising in 
London, Messrs W. N. K. M. CRAWFORD, 
C. W. Davipson SMITH, A. W. B. Voce, 
J. G. Lennox and J. D. L. BLACK, 
practising at 18 Ainslie Place, Edinburgh 
and Messrs J. F. Morratt, DAVID PATON 
and Jonn D. SHARP, practising at 200 
St Vincent Street, Glasgow. 

Mr Epwarp GORDON WILLIAMS, F.C.A., 
announces that he is continuing to prac- 
tise as LANGDON West WILLIAMS & Co, 
Chartered Accountants, at 14A High 
Street, Banstead, Surrey, following the 
retirement of Mr KENNETH HALL WEST, 
F.C.A., A.C.M.A., from the partnership. 
The Epsom office will continue under the 
style of Gorpon WILLIAMS & Co, 









APPOINTMENTS 

Mr Derek A. Lawrence, B.A., A.C.M.A., 
M.B.LM., has joined Bradley & Co, of 
Bilston, West Midlands, as financial 
controller/secretary. i 

Mr Bernard Millard, F.c.a., has be- 
come a director of Pyser Ltd and Survey 
& General Instrument Co. 
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Mr Bernard Millard Mr John C. B. Turney 


Mr John C. B. Turney, B.A., A.C.A., 
has been appointed comptroller for the 
United Kingdom of Inter-Continental 
Hotels. 

Mr M. C. Stoddart, F.C.A., has been 
appointed to the board of The Provident 
Clothing & Supply Co, as a non-executive 
director. Mr Stoddart is an executive 
director of the Electra House Group of 
investment trusts and a director of a 
number of other companies. 


OBITUARY 
Mr John Alexander Stewart, C.A. 


As announced under Professional Notices 
on this page, Mr John Alexander Stewart, 
c.a., died on November 24th. He was 
President of The Institute of Chartered 
Accountants of Scotland in 1968-69. 

Mr Stewart qualified as a member of 
the former Society of Incorporated Ac- 
countants in 1943, whereupon he took 
up a commercial appointment. Following 
a severe illness he returned to the prac- 
tising side of the profession, served his 
apprenticeship with Kerr, MacLeod & 
Macfarlan, Chartered Accountants, of 
Glasgow, and was admitted to member- 
ship of the Scottish Institute in 1949. He 
became a partner in that firm in 1953 and 
subsequently a partner in Deloitte & 
Co upon the merger of the two firms in 
January of this year. 

Mr Stewart served the Institute in 
many capacities. He was a lecturer in 
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Glasgow for several years and later 
served as a moderator on the Institute’s ` d 


examining body. Prior to his election to 


the Council in 1966, he was a member of — ! 


the Glasgow Local Committee and Con- 
vener of the Apprentices (Applications) 
Committee and of the Summer School 
Committee. He was the Institute’s rep- 
resentative at a number of the technical 
sessions of the European Congress held 
in Edinburgh in 1963, and also at the 
Vienna Congress the following year. 

After his year as President, Mr 
Stewart served on the Institute’s Dis- 
cipline Committee and was Convener 
of the Educational Trust Committee. 


AMERICAN INSTITUTE’S 
NEW ADDRESS 


Offices of the American Institute of ` 


Certified Public Accountants have been 
removed from 666 Fifth Avenue to 
rat Avenue of the Americas, New 
York, NY 10036, USA. The telephone 
number is New York 575-6200. 


TAX PLANNING 


Successful tax planning could result in 
more resources being available for both 
creditors and shareholders in a liquida- 
tion. This was the theme of a London 
Chartered Accountants’ course on ‘Tax 
aspects of company cessations of business 
and liquidations’ recently attended by 240 
members. 

Course chairman Mr Gordon Smith, 
F.C.A., commented in his introductory 
remarks that the London Chartered 
Accountants’ Tax Programme Committee 
had shown remarkable foresight in 
choosing this theme some 12 months ago. 

In the opening paper, Miss Mary 
Yale, F.c.A., stressed the importance of 
timing transactions so that losses were 
relieved against profits so far as possible. 

Mr Malcolm London, F.c.a., in the 
second paper explained the problems of 
insolvent companies and, particularly, 
who was liable to pay tax arising at 
various stages of a liquidation. 

The third paper was given by Mr 
Eddie Ray, F.c.a., who commented on the 


traps in anti-avoidance legislation and `: 


other problems that could arise in liqui- 
dating solvent companies. 

In the final paper Mr David Milne, 
M.A., A.C.A., a barrister, led the conference 
through the intricacies of legal problems 
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Inaugural Ball. The South Essex Society of Chartered Accountants recently held a dinner 
dance at The Heybridge Moat House, Ingatestone, Essex, to mark its inauguration as a District 
Society of the Institute. The function, attended by more than 200 members, guests and their 
ladies, was a great success and will form the basis of future annual dinner dances. 

In the picture, Mr Ronald A. Joynes, F.C.A., President of the Society (third from right), is 
shown with the official guests, Left to right, Mrs Ray, Mr Edward E. Ray, B.Com., F.C.A., Mrs 
Sharp, Mr Kenneth J. Sharp, T.D., M.A., F.C.A., President of the Institute, Mrs Joynes, Mrs 





Smith and Mr H. Gordon Smith, F.C.A. 


arising during changes of ownership and 
pointed out the difficulties of the current 
tendency for the Courts to allow bene- 
ficial ownership to go ‘into limbo’. 


HARMONIZATION OF COMPANY 
ACCOUNTS IN THE EEC 


Two distinguished British accountants — 
Sir Henry Benson, opp, F.c.A., Chair- 
man of the International Accounting 
Standards Committee, and Mr John 
Grenside, C.B.E., F.c.A., Deputy-President 
of The Institute of Chartered Accountants 
in England and Wales — are among the 
speakers at a conference on ‘Harmoniza- 
tion and Control of Company Accounts 
in the European Economic Community’, 
to be held in Paris on January roth 
and Irth. 

The fee for attending the 2-day con- 
ference at the Hotel Intercontinental, 
Paris, is 750 Frs. Applications should be 
sent as soon as possible to the Conseil 
Supérieur de l’Ordre des Experts Comp- 
tables et des Comptables Agréés at 109 
boulevard Malesherbes, 75008 Paris, on 
the forms available from the Secretary, 
The Institute of Chartered Accountants 
in England and Wales, Chartered Ac- 
countants’ Hall, Moorgate Place, London, 
EC2R 6EQ. (01-628 7060.) 


FINANCE BILL (No. 2) 
COURSE 


The Chancellor’s Budget Statement last 
month revealed the expected replacement 
of estate duty by the capital transfer tax, 
as well as various changes in personal and 
corporate taxation. 

These and other complex provisions of 
the Finance Bill will be explained in 





detail at a conference organized by the 
London and District Society of Chartered 
Accountants on December 18th, at the 
Royal Lancaster Hotel, London W2. 

Under the chairmanship of Mr 
Geoffrey Vieler, F.c.a., speakers include 
Mr Tony Sherring, F.c.a., and Mr Peter 
Threlfall, F.c.a. 

The fee is £17 plus VAT and applica- 
tions should be made to London Char- 
tered Accountants, 38 Finsbury Square, 
London EC2A 1PX. (01-628 2467.) 
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NORTH LONDON 
CHARTERED ACCOUNTANTS 


Members of the North London Chartered 
Accountants Group have the chance of 
hearing an authoritative view of “The 
planned future structure of our tax 
system’ from Mr Eric Meade, F.C.A., a 
partner in Deloitte & Co and a member 
of the English Institute’s Council, at 
their next meeting on Wednesday, 
December 11th. 

This will be held at the Torrington 
Arms, Lodge Lane, London Nia, at 
7 for 7.30 p.m. 


STEAM RAILWAY 
PRESERVATION IS FUN 


Accountants are not only interested in 
figures. To illustrate that point the 
London and District Society of Chartered 
Accountants is holding a meeting on 
December roth entitled ‘Steam railway 
preservation is fun’, 

Mr Brian Jenkins, M.A., F.C.A., will 
introduce the speaker, Mr Pat Garland, 
F.C.A., founder treasurer of the Talyllyn 
Railway Preservation Society, who will 
illustrate the role an accountant can play 
in guiding such unusual activities towards 
commercial success. 

The fee for the meeting, which will be 
held at Chartered Accountants’ Hall 
from 5.45 to 8 pm, is £2-50 including a 
wine and cheese reception. Further 
details are available from London Char- 
tered Accountants, 38 Finsbury Square, 
London EC2A 1PX. (01-628 2467.) 


CIPFA Loans Bureau. At the recent opening of the Chartered Institute of Public Finance and 
Accountancy Loans Bureau in London (The Accountant, November 21 st), Mr Ted Lynch, 
manager of the bureau (extreme sight) and Mr F. S. Grindrod, O.B.E., F.C.A., 1.P.F.A., D.P.A., 
President of the Institute (second irom right) look on as Mr Peter Shuttleworth, principal dealer 
of the bureau (seated), makes arrangements for a local authority loan. 

Early business of the bureau included the introduction of the City of Westminster to S., G. 
Warburg & Co for the placing of £1 million of Local Authority Negotiable Bonds. 
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The Institute of Chartered Accountants ? 
in England and Wales ` 


ea following 134 members, having 
failed to pay within six months of 
1st January 1974 the subscription then 
due and payable to the Institute, ceased 
to be members as from et July 1974: 


Miss Annie Ackerley, F.c.A., Williams & Glyn’s 
Bank Chambers, 2 The Downs, Altrincham, 
Cheshire. i d 

Sajjad Ahmad, a.c.a., Peer Bakhsh Building, 
Peshawar, Pakistan. d VI? 

Mesbah Uddin Ahmed, A.C.A., 5/44 Iqbal Road, 
Block A, Mohammadpur R.A., Dacca, Bangla- 


desh. 

Syed Muslehuddin Ahmed, F.c.a., “Bait-ul-Irfaan’, 
147 Sharfabad Block III, Karachi, 5, Pakistan. 

Akhtar Humayun Ansari, A.C.A., Aimai House, 
Abdullah Haroon Road, Karachi, Pakistan. 

-Manas Kumar Banerjee, F.c.A., Mercantile Build- 
ings, Lallbazar Street, Calcutta, India. 

Harold Mortimer Beck, F.c.A., 5 Stuart Road, 
Halesowen, Worcs. 

Brian Bennett, A.C.A., 211 Beehive Lane, Red- 
bridge, Ilford, Essex, 
Derek Jessel Benson, F.c.A., The White House, 
52 Camlet Way, Hadley Wood, Barnet, Herts. 
Thomas David Randall Bensted, F.c.a., 81 Somer- 
set Road, Meadville, Redhill, Surrey. 

George Ashley Boden, F.c.a., Maythorne House, 
Maythorne, Southwell, Notts. 

Satya Preo Bose, B.SC., F.C.A., 17/1 Lansdowne 
Terrace, Calcutta 26, India. ay 

Douglas Maxwell Bouch, F.c.A., 9 The Spinney, 
Cheadle, Cheshire. 

Michael Jeffrey Bowen, A.C.A., 7 Blenheim Road, 
Old Basing, Hants. 7 

Mrs Barbara Jean Camm, F.¢.A., 31. Rhodesia 
Court, Bawtry Road, Doncaster, Yorkshire. 

Harold Eustace Cartwright, F.c.a., Lamb Hotel, 
Dulverton, Somerset. 

Bibhutibhusan Chakravarti, F.c.A., 2 Church Lane, 
Calcutta, India. e 

Peter John Charlton, F.c.a., 5 Broadwater Way, 
Horning, Norwich NOR 392. 

Sin Weng Chiew, A.C.A., 36 Jalan Sembilang, 
Singapore 20. 

John Sinclair Martin Clark, F.c.A., 39 Hasker Street, 
London SW3. 

Kenneth Graham Clark, A.C.A., 43 Belbroughton 
Road, Heath Farm, Norton, Stourbridge, 
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Leslie Noble Cook, F.c.a., PO Box 454, Johannes- 
burg, South Africa. 

Albert Henry Crumpton, F.C.A., Bell Chambers, 
12 Paragon Square, Hull, Yorks. 

William Tudor Davies, F.c.a., The Old Rectory, 
Holtby, York. 

James Anthony Miller Day, A.C.A., 15 Grove 
Court, Circus Road, London NW8. 

Sukamal De, A.C.A., 110 Shirland Road, London 
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Daniel Sogo Daudi Abdullah Delem, A.C.A., PO 
Box 837, Dar-es-Salaam, Tanzania. 

Harvey James Delve, A.C.A., c/o Barclays Bank Ltd, 
Be Building, Brownlow Hill, Liverpool L3 
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Diyangukankanige Saris De Silva, B.A., F.C.A., 16 
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Brian Patrick Devoy, F.c.A., 297 Preston New Road, 
Blackburn, Lancs. ` 

Arthur Duncum, F.c.a:, “Glendene’, Moor Lane, 
Budleigh Salterton, Devon. 

Geoffrey Dyson, F.C.A., 2 Tyrrel Street, Bradford, 
Yorks. 

Cecil Roy Eaton, B.COM., F.C.A., 33-41 Sandhills 
Lane, Liverpool 5. 

Richard Trevor Edwards, B.COM., A.C.A., 61 Wardle 
Crescent, Leek, Staffs. 
John Kenneth Wainwright Faulkner, F.c.a., 146 
Green Lane, Garden Suburb, Oldham, Lancs. 
William George Fennell, F.c.a., 23 Hunters Way, 
Gillingham, Kent. 

John William Orr Fenwick, F.c.a., “The Cobbles’, 
Kirkoswald, Penrith, Cumberland. 

James Alec Finlayson, F.c.A., 821 Younette Drive, 
West Vancouver, B.C., Canada. 

Simon Gibeon, A.C.A., 30 Midholm, London NW 

Isidore Barold Goldstein, F.c.A., 29 Hamilton 
Road, London NW11. 

Sanjib Chandra Guha, LL.B., F.c.A., 33 Dharamtalla 
Street, Calcutta 13, India. 

Kenneth John Hamilton-Smith, F.c.A., Bursar, 
University of Ife, Ile-Ife, Nigeria. 

Norman Hamer Haynes, F.C.A., 4 Carlton Gardens, 
Warwick Avenue, Coventry CNS 6DH. 

Derek Heathcote, A.C.A., 3953 Lacombe Avenue, 
Montreal 249, Quebec Province, Canada. 

Tom Hewitt, F.c.a., Palace Hotel, 12 Edward 
Street, Werneth, Oldham, Lancs. 

Malcolm Aidan Hill, a.c.a., 9 Phillimore Place, 
London W8. 

- Charles William Holden, B.A., A.C.A., 6 Ripplevale 

Grove, London N1. 

William Stanley Hood-Williams, F.c.A., 20 Mirador 
Crescent, Uplands, Swansea, Glam. 

Albert Carlton Hotz, F.c.A., c/o Lloyds Bank Ltd, 
5 Between Streets, Cobham, Surrey. 

Peter Howell, r.c.a., 91 Foxley Lane, Purley, 


Surrey. 

Arthur John David Hutchins, F.c.a., Sponden 
Old Hall, Sandhurst, Kent. 

Keith Victor Jenkins, A.C.A., 2 Park Drive, Little 
Paxton, Huntingdon. 

Kenneth Kellett, F.c.a., 
field, Cheshire. 

Wilfred Harvey Leather, M.A., F.c.A., ‘Darenth’, 
Woodlands Road, West Byfleet, Weybridge, 
Surrey. 

James Shelton Lewis, A.C.A., Bedfords Farm, 
Frimley Green, Camberley, Surrey. 

James William Low, F.c.A., 221 Amcor House, 
88 Marshall Street, Johannesburg, South Africa. 

Michael Ross Macartney, F.c.A., PO Box 2175, 
Kuala Lumpur, Malaysia. 

Kenneth David McEwan, A.C.A., 52 Main Road, 
Biggin Hill, Westerham, Kent. 

Keith Strathie McPherson, A.C.A., 9 Palace Gate, 
London W8 5LS. 

Leslie Brian Maher, A.C.A., 123 Ruskin Street, 
Kirkdale, Liverpool 4. ` 
Daniel Mahony, F.c.A., 64 

Surbiton, Surrey. 
Fakhar Majid, F.c.a., 16 Adolphus Road, London 


N4 2AZ. è 

Pradip Kishorlal Marfatia, a.c.a., ‘Rockside’, 116 
Walkeshwar Road, Bombay 6, India. 

Andrew David Martin, A.C.A., PO Box 81411, 
Mombasa, Kenya. 
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Roderick Shand, A.C.A., 26 Rue de Berri, 75 Paris 
8E, France. 

Charles Sidney Sharpe, F.C.A., The Great Northern 
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Alan Tropp, F.c.A., 87 New Bond Street, London 
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Isim Ema Uboh, B.A., A.C.A., PO Bex 462, Lagos, 
Nigeria. 
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Terrace, Perth, Western Australia 6000. 

Stephen Richard Weatherall, B.sc.(ZCON.), A.C.A., 
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New Zealand. 

Cyril Henry Weaving, F.c.a., Apollo House, 87-89 
Reddal Hill Road, Old Hill, Cradley Heath, 
Warley, Worcs. 

Stephen Weller, A.C.A., 150 Marion Street, Toronto 
156, Ontario, Canada 

John Robert West, A.C.A., 42 St Johns Court, 
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Leonard E Whitehead, F.C.A., 73 Stamford 
Road, Mossley, Ashton under Lyne, Lancs. 

William James Molyneux Wicks, A.C.A., Steenweg 
op Duisburg 7, Tervuren 1980, Belgium. 

Harold Wilcock, F.c.a., Flat 3, Fullerton Manor, 
Fullerton, Andover, Hants. 

John Wilkinson, A.C.A., 55 Durham Road, Bradford 
8, Yorks. 

Gareth Williams, A.C.A., 23 Bellringer Crescent, 
Newlands, Wellington, New Zealand. 

William Wilson, F.c.a., Yew Tree House Farm, 
Higher Road, Halewood, Liverpool. 

John ‘Alexander Wise, F.c.A., PO Box 267, Salis- 
bury, Rhodesia. 

Frederick Robert Waverling Woods, F.c.s., 52 

Wellington Road, Bournemouth, Hants. 


The new bye-law 40, effective for the 
first time in 1974, provides for the 
automatic termination of membership if 
the annual subscription remains un- 
paid at 30th June. A further 79 members 
whose membership was terminated at 
rst July 1974 by operation of this bye-law 
have been re-admitted to membership by 
the Council at its meeting in August, 
October or November 1974. 





In Parliament 

























Company Names 


ive Forp asked the Secretary of State for 
"Trade what appeal machinery exists 
where an organization is dissatisfied with 
his refusal to grant a change of name 
through the Companies Registration 
Office. 

vi Mr Suore: It is not the practice to 
R ae to allow a change of name as such. 
M artment does, however, refuse 
E Ga powers given by section 17 and 
` 18 of the Companies Act 1948 the adop- 
` tion of a specific name which is con- 
` sidered undesirable. Anyone dissatisfied 
with a decision may ask for the case to 
be reconsidered. But there is no appeal 
‘provision under the Act against my 
decision. 


Hansard, November 
answers, col. 4. 


11th. Written 


Public Lending Right 


-Mr FauLps asked the Chancellor of 
xchequer whether he will recom- 
zi rliament to agree to an annual 
5 million from central funds 
i the introduction of public 
Kn j 5 Jenkins: I have been asked 
his question. 

om Exchequer funds will be 
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recommended when the Geyernment’s 
Bill to introduce a public lending right 
for authors is introduced this session. It 
will take into account the findings of a 
technical and cost study, which I expect 
to receive shortly, and the Government’s 
other public expenditure commitments. 


Hansard, November 13th. Written 
answers, col. 149. 


Luncheon Vouchers 


Mr Dykes asked the Chancellor of 
the Exchequer if he will increase the tax- 
free daily entitlement on luncheon 
vouchers. 

Dr GILBERT: I do not think an increase 
in the tax-free limit for luncheen vouchers 
would be justified. 


Hansard, November 
answers, col. 185. 


14th. Written 


Travel-to-work Expenses 


Mr Harpy asked the Chancellor of 
the Exchequer if he will recensider the 
question of taxation of trayel-to-work 
allowances where those involved have no 
choice but to work at a greater distance 
from their homes as a result of either 
their employer’s or Parliament’s decisions. 

Dr GILBERT: My right hon. friend is 
afraid that he still takes the view that 
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it would not be right to give tax relief 

in cases of this kind. 
Hansard, November 

answers, col. 187. 


14th. Written 


Stamp Duty: Charities 


Mr JesseL asked the Chancellor of 
the Exchequer what action he proposes 
to take to ensure that charities which 
paid stamp duty between March 26th and 
July 31st, 1974, are in no worse position 
than those which are liable to stamp duty 
thereafter. 

THE FINANCIAL SECRETARY TO THE 
‘TREASURY (Dr JOHN GILBERT): To amend 
the rate of duty retrospectively for this 
period would create administrative diffi- 
culties which I do not think could be 
justified. 

Mr JesseL: Will the Government take ` 
another look at this matter, despite the 
administrative difficulties, because it is 
an inequitable situation? Is he aware that 
bodies which have to pay stamp duty for 
May, June or July of this year have to 
pay twice as much as anyone before or 
since? Is he further aware that there is 
a charity in my constituency which has 
to pay an extra £450 because of this? Is 
not this contrary to the will of the House? 
It seems to be very wrong. 

Dr GILBERT: I understand the hon. 
gentleman’s point and I recognize his 
long and sincere interest in this subject. 
I think he is pitching it a little high, 
if he says that it is contrary to the will 
of the House, because the Government 
accepted the sense of the Committee 
amendment in this matter and the date 
which is now effective was accepted by 
the House on Report. 


Hansard, November 14th. Oral answers, 
col. 563. 


d'en 


EE, TE ER EH 


December 5th, 1974 


dignity rather than charity. 


says Colin Morris 





‘The test of a truly civilised society is how it treats those 
least able to defend themselves in the rat race, especially 
the aged. This world is better than it might have been 
because they have made it so. We are the often unthinking 
beneficiaries of their service, sacrifice and suffering. At the 
very least they have earned peace after the struggles of 
life, dignity rather than charity and a place of honour 
amongst us — precisely the things Methodist Homes for the 
Aged gives them. 

‘This magnificent embodiment of the Christian faith in 
action (and what other kind counts in the end?) could 
help many more if only we would pay off a fraction of the 
undischargeable debt we owe to generations who have 
left us so rich an inheritance. 

‘| believe that when the history is written of the British 
Churches in the 20th century, Methodist Homes for the 
Aged will rank as one of its greatest and lasting achieve- 
ments — which is no cause for complacency, but humility, 
gratitude and generosity. 

‘If you can’t give for Christ's sake, then give anyway as a 
token of respect and affection for someone who holds a 
hallowed place in your memory and helped to shape 


ft 
Methodist Homes for the Aged 


We are grateful for the encouraging support of the legal 
profession and, in order to provide a convenient reference 
for the consideration of clients when making their will, we 
have issued a lawyer's portfolio. Write for a personal copy to 
the General Secretary, Rev. R. J. Connell, M.B.E., B.A., B.D. 


1 CENTRAL BUILDINGS, WESTMINSTER, LONDON SW1H SNS 
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‘Courage in old age 
deserves a bequest 
of practical help’ 


Lt-Gen. Sir Brian Horrocks 


‘Just as I am proud of our soldiers, I salute the 
fortitude of old people battling against very 
difficult housing, often condemned to live in 
lonely solitude. 


When I am no longer alive I want my support to 
continue, and it will do so through Help the Aged 
whose flats and Day Centres are doing so much 

to give back the happiness that should be part of 
old age. I am glad, too, that they send food and 
other aid to some of the world’s desperately 
hungry people, for I have seen the near starvation 
they endure. 


A legacy to Help the Aged multiplies twenty-fold 
in providing flats — £400 becomes £8,000 worth of 
new housing because of the loans it makes 
available. It can even reduce* estate duty.’ 


S$ O 
Commemorate someone dear to you now. 


£150 names a flat, or inscribes a name on the 
Founder’s Plaque of a new Day Centre. 
£250 names a double flat. 





*A helpful and interesting new booklet on reducing estate 


duty is now available on request from: a 
e 


The Hon. Treasurer, the Rt Hon. Lord 
Maybray-King, Help the Aged, Room TA2L 
8 Denman Street, London W1A 2AP 
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Career 
development 


Here at Binder Hamlyn 
Singleton Fabian we place 
the emphasis on you. 

It’s your career. Your 
development. 

And we make sure that you 
play an important part in that 
development. 

We can offer a wide range 
of post qualification experience 
—not just in the audit field, 
but in investigations, financial 
consultancy, taxation and 
insolvency —combined with 
a carefully planned career 


and 
you 





development programme, as 
part of which you prepare 
your own analysis of your 
performance on assignments 
and discuss it with your 
manager. 

But your career with us 
begins with our approach to 
auditing. We have developed 
a constructive approach and 
we expect our A.C.A’s 

To think 

To think positively 


And to think for themselves. 


To back up your practical 


experience we provide our 
own in-house training 
programme. 

Our aim is to enable you 
to enjoy the benefits of 
higher professional working 
standards, and a greater 
degree of job satisfaction. 

If you like the sound of our 
ideas, contact Martin Gairdner, 
who will be only too pleased 
to tell you more. 

Telephone: 01-353 3020 

or write to 

8 St. Bride Street, 

London, EC4A 4DA. 





151 Strand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Replacement Cost Rejected 


RE cost accounting undoubtedly still has 
its devotees. According to official sources, a great deal 
of the evidence received by the Sandilands Committee has 
tended to argue — and, indeed, to argue very persuasively — 
in support of either replacement cost (RC) or current pur- 
chasing power (CPP), apparently from the hypothesis 
that the two bases are mutually exclusive. 

In the course of a long and detailed memorandum, with 
examples, to the Sandilands Committee, the Accounting 
Standards Steering Committee reiterates its view (also 
expressed recently by Mr Kenneth Sharp, T.D., M.A., 
F.C.A., President of the English Institute) that they are not. 
RC, it is pointed out, is an alternative to historical cost 
accounting; CPP is a method of adjusting historical cost 
accounting for the debasement of the currency as a unit of 
measurement. This adjustment is made by RC ‘only 
coincidentally’, Further, the weight of opinion within the 
ASSC is that ‘neither the philosophy nor the practical 
mechanics of RC accounting is sufficiently developed to 
allow of its widespread use in the UK in the immediate 
future for financial reporting purposes’. 

A point that is sometimes overlooked in discussing the 
case for RC accounting is the lack of any universally- 
accepted definition of ‘replacement’. Is it, for example, 
the replacement of one fixed asset by another that is 
physically identical; or one capable of the same output; 
or one capable of generating — in terms either of ‘money’ 
or of general purchasing power — the same sales income or 
the same profit? And what, as the ASSC pertinently re- 
marks, is the meaning of ‘replacement cost’ in relation to 
an asset which it is not intended to replace? 

The endorsement of CPP, now enshrined in the pro- 
visional SSAP7 (The Accountant, May 16th) is not to be 
regarded as any breach of the profession’s long tradition 
of fidelity to historical cost accounting. The underlying 
historical cost accounting conventions and methods are 
still appropriate and fundamental to CPP statements, 
whose aim is to recognize debasement in the value of the 
unit in which they are expressed. Historical cost can at 
least claim the merit of a well-ordered and generally 


understood framework with which accountants, and the 


business community in general are familiar. Despite its ` 


admitted weaknesses, no useful or legitimate purpose is 
likely to be served by abandoning it precipitately in favour 
of a relatively untried and undeveloped system. The 
supplementing of historical accounts with CPP information 
is, in the ASSC’s opinion, the only method of inflation 
accounting that is immediately practicable. 

Recognizing further the difficult problem of accounting 
for stock in a time of rapidly-changing costs and prices — a 


topic which has featured in our correspondence columns ` 
of late— the Sandilands Committee has also invited the — 
ASSC’s views on, in particular, the claims of LIFO (last mm, — 


first out’) as a basis of stock valuation. 


The ASSC response makes it clear that the more usual ` 
FIFO (‘first in, first out’) is not of itself responsible for ` — 


today’s problems of company liquidity — a fallacy which, it is 
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flow forecasting. 


Though LIFO can claim a significant degree of adoption 
= in some countries, the ASSC comes down firmly against 
= it as ‘unsuitable for financial reporting’. Undoubtedly the 
< method has a certain attraction in the present climate, by 
~ charging production or sales with the current cost of 
= ` purchases, though this is more a ‘rule of thumb’ approxi- 


E ri 


depreciation as such. 








ARD upon the heels of the 
1 Hudson Institute’s report on Bri- 
tain’s economic prospects in the 
medium-term comes the short-term 
assessment of the British economy by 
= the more influential National In- 
stitute of Economic and Social 
Research. Even for those who have 
= been observing events in the British 
| economy, the Economic Review's mes- 
"sage comes as something of a shock. 
It is now clear that if the present rate 
of wage inflation continues, the price 
inflation in the UK during 1975 will 
top the 20 per cent rate. So much for 
Mr Healey’s recent Budget hope that 
_ the rate could be brought down to 
~ single figures. 
= As this journal has commented for 
_ many months past, the social contract 
simply is not working. What was 
= surprising is that anyone in govern- 
mental and trade union circles 
~ believed it could work. The only 
= question that matters is that which no 
_ government has been prepared to do 
very much about because, as Mr 
Heath learned in his first confronta- 
tion with the miners in 1973, the 
public could not, or would not, accept 
that the country’s present economic 
sickness could not be brought to 
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- suggested, may underlie suggestions for the use of LIFO. 
_ Shortage of liquid resources is identified as the consequence 
_ of a combination of high taxation ; price controls ; the basing 
of taxation and price controls on unadjusted historical 
cost statements, as opposed to CPP; and -the only 
feature lying within the control of compar.y managements 
rather than of the government of the day - inadequate cash 


mation to the replacement cost concept of profit than a 
genuine attempt to adjust for inflation and currency 


A number of specific shortcomings of LIFO have been 
= instanced by the ASSC. At the outset, its literal application 





is seldom practicable and it assumes a constancy in the type 
and ‘mix’ of stocks held to an extent which, in practice, is 
found only exceptionally. Perhaps more seriously, it under- 
values stock materially and to an increasing extent in the 
balance sheet, and movements in stock levels may cause 
fluctuation in reported profits to a greater extent than is the 
case with FIFO - even in the absence of a deliberate intent 
to manipulate. Lastly, it fails to report the effect of specific 
(as opposed to general) price changes in terms of holding 
profits or losses, and may conceal inefficient purchasing. 

A letter to the ASSC from the Sandilands Committee 
asks whether, if the present rate of inflation continues (and 
this, unhappily, seems all too likely), the profession would 
consider it reasonable in general to adopt the LIFO method 
as showing a ‘true and fair view’. The short answer to the 
questien as put must be an unqualified ‘no’, though in fact 


the ASSC has contented itself with remarking that a 


The Government's 
Two Alternatives 


an end without pain and discomfort. 
The issue is now clear for all to 


see. The Government has two choices. 


unless it merely continues the present 
policy of drift and continuing in- 
flation. The first is, as Mr Healey 
warned in his November Budget, 
to cut private and also public sector 
expenditure and thereby deflate the 
economy, with all that such a policy 
signifies in terms of unemployment. 
The alternative is to impose what the 
present Government in its pre-election 
campaign claimed it would not do, i.e., 
impose a statutory pay freeze. 

The statutory policy is at best a 
short-term expedient. It may be 
necessary to impose it if only to check 
the present upward rush in pay 
awards. It leaves unanswered what 
should replace that policy within a 
few months. A new study from Political 
and Economic Planning — Re-Shaping 
Britain: A programme of economic and 
social reform — offers some interesting 
suggestions for the future conduct of 
our economic affairs. Essentially they 
add up to what the cynic might des- 
cribe as a variant upon the corporate 
state with the producer interests well 
placed to press their cases. 

Clearly, there must be consultation 


combination of FIFO with CPP would be more equitable 
for tax purposes, and more suitable for financial reporting. 





by all those involved. But, without 
either the readiness or the means to 
enforce the policies needed to protect 
the community as a whole, such 
consultation may prove to be a waste 
of time. The final blow to the UK 
economy could come if and when the 
Government agrees to underwrite the 
costs of maintaining excess and re- 
dundant labour in firms which can no 
longer hope to pay their way. 


Hampering Effects 
of Price Code 


HE present structure of the Price 

Code, in the view of the Consul- 
tative Committee of Accountancy 
Bodies, is a hindrance rather than a 
help to the Government’s professed 
aims of encouraging industrial invest- 
ment. In particular, the ‘productivity 
deduction’ cannot be expected to 
provide an incentive to efficiency 
through industrial investment. 

Expectation of profit, the account- 
ants point out in the course of a 
recent memorandum to the Depart- 
ment of Prices and Consumer Protec- 
tion, is a prerequisite for investment, 
and requires something more than the 
investment relief in its presently pro- 
posed form. Further, to the extent 
that the code operates in restriction of 
profits, it has some at least of the 
characteristics of a tax, and as such 
should include safeguards against 
anomalies and some provision for 


President of the Australian Institute for 
1974-75 is Mr J. A. Hepworth, B.Com., 
F.C.A.(Aust.), of Melbourne. Mr Hepworth 
is currently the representative of the Aust- 
ralian profession on the International Ac- 
counting Standards Committee, and has been 
a member of the Australian Institute’s national 
Council since 1966. A partner in the Mel- 
bourne firm of Yarwood Vane & Co, Mr 
Hepworth is also President of the Board of 
Management of Austin Hospital and Hon. 
Treasurer of Caulfield Grammar School. 

The new Deputy President of the Institute 
is Mr J, H. Jamison, 0.B.E., F.C.A., of Sydney, 
and Mr P. C. E, Cox, M.B.E., F.C.A.(Sydney), 
is Vice-President. 





appeals against decisions of the Prices 
Commission. 

In a recent Parliamentary debate, 
Mr Richard Wainwright, M.A., F.C.A., 
M.P. (Colne Valley, Lib.) described 
the Government’s proposals as ‘tin- 
kering and patching-up’. The invest- 
ment provisions were, he said, ‘a 
reward for bad accounting’, favouring 
companies which over-budgeted their 
capital expenditure. 

Several practical anomalies are de- 
tailed in the CCAB memorandum, 
which is reproduced in full elsewhere 

_ in this issue. 


Current Assets 
Show Net Decline 


EARS for the liquidity of Britain’s 

industrial companies are endorsed 
by the latest Department of Industry 
survey of over 200 major undertakings. 
The results, published by the Central 
Statistical Office in the latest issue of 
Economic Trends, show a marked 
decline in the survey companies’ 


ACCOUNTANT ` 


liquidity, beginning in the final quar- 
ter of 1973. ` 
The usual build-up of liquid re- 
sources in the final quarter, in seadi- 
ness for tax payments, did not occur at 
the end of 1973; and the first quarter 
of 1974 — including the three-day week 
— showed net current assets to be 
reduced by much more than the usual 
seasonal fall. The ratio of current 
assets to current liabilities, at 56 per 
cent, was the lowest since mid-1971, 
while the other summary measure of 
liquidity — net current assets — was 
lower than at any time since the survey 
was first undertaken in 1970. 
Conclusions which may validly be 
drawn from these figures are limited 
by the CSO’s insistence that they are 
not representative of companies as a 
whole, and that the bulk of the fall in 
liquidity over the second quarter of 
1974 was concentrated in mainly 
manufacturing companies. The De- 
partment of Industry has announced 


its intention of considering an ext 


tension of the survey to include a 


_ representative sample of all companies, 


with a comprehensive balanced picture 
of all sources and uses of funds. 


No Allowance for 
Professional WIP? 


i ors Government is apparently un- 
decided on the question of extend- 
ing the 10 per cent inflation relief 
contained in the Finance Bill to 


work in progress of professional ` 


practices. 

The matter was raised recently by a 
member of the accountants’ Parlia- 
mentary group, Mr Neville Trotter, 
B.COM., F.C.A. (Tynemouth, Con.). 
Replying for the Government, Mr 
Robert Sheldon, Treasury Minister 
of State, said ‘The question is under 
consideration, and I am unable yet 
to let the hon. Member have a reply. 


I will write to him as soon as I can.” 





Finance Bill Published 


NTEREST in the Finance Bill pub- 

lished last Tuesday has inevitably 
been centred on the long-awaited 
details of the Government’s capital 
transfer tax. Subject to certain exemp- 
tions, tax is to be levied on gifts 
and other gratuitous transfers made 
during life, and on property left on 
death, other than transfers made 
without donative intent and at arm’s 
length. 

Tax is to be charged in respect of 
lifetime transfers as they occur, and on 
a cumulative basis. Chargeable trans- 
fers are required to be reported to the 
Inland Revenue within six months by 
personal representatives and within 12 
months in other cases, and interest 
on unpaid tax will be levied as from a 
due date of six months from the end 
of the month in which the transfer was 
made. Valuation rules in force for 
estate duty are, in general, also to 
apply to capital transfer tax, and estate 
duty will cease to be leviable in respect 
of deaths occurring after the Bill 
becomes law. 

Among the exemptions are: trans- 
fers between spouses both in life and 
on death; transfers by a single donor 


not exceeding {£1,000 in any tax year 


and not otherwise exempt; transfers 


out of taxable income as part of 
not ` 


normal expenditure; and a 
over-generous {£2,500 for gifts in 


consideration of marriage by either 


of the parties or their lineal ancestors, 
or £1,0co by other parties. 

The existing estate duty conditional 
exemption for works of art in private 


hands will continue to apply to trans- ` 


fers of qualifying objects on death; and 
reliefs for agricultural property are 


available in certain cases, the principal ` 
condition being that the claimant ` 
qualifies as a ‘working farmer’ for five ` 


of the preceding seven years. 

Apart from these details of a tax 
which are unlikely to satisfy its critics, 
the other major feature of the Bill is 
the ‘inflation relief’ for stock in trade, 
where the increase in value exceeds 


10 per cent of the trading income for ` 


the period. As the relief is available 
for accounting periods ending in the 
financial year 1973, it will have im- 
mediate effect on corporation tax bills 
now falling due. No relief will be given 
where the value of closing stock is less 
than £25,000. 
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A signature familiar to millions isthat of Mr John Page, Chief Cashierof the Bank of England 
(second from right), who was recently admitted to the Freedom of the City of London. 
Photographed with Mr Page after the ceremony are the City Chamberlain, Mr John P. Griggs 
(robed); and Mr Page's two sponsors, Mr Leslie Prince, C.B.E., M.A., F.C.A. (ft) and Mr 
J. M. Keith, F.C.A., Chairman of the City's Coal, Corn and Rates Finance Committee. 


` Strock Exchange 


Liquidity Rule 


MPROVED internal standards of 
surveillance, as well as enhanced 
“supervision of member firms by the 


_ Council, have been claimed by The 


. Stock Exchange as among the benefits 
of the requirement to submit quarterly 
statements of liquidity — a rule intro- 


duced earlier this year. 


_ With effect from January rst, 1975, 
firms will also be required to submit 
interim monthly statements of move- 


ments in factors affecting their 
liquidity margin. 

Lords’ Concession 

to Self-Employed 

ÇQ ELF-EMPLOYED workers on 


ed Jon incomes last week gained a 
possible respite from the full impact 
of the Government’s controversial 
‘Class 4’ national insurance proposals. 
A House of Lords amendment to the 
Bill reduces from 8 to 5 per cent the 
scale of contributions on profits in the 
range of £1,150 to £2,500. 

` Moving the amendment, Lord 
Aberdare described the Government’s 
proposals as ‘unfair to the self- 
employed’, at a time when abolition 
of the flat-rate stamp would lead to 
many employed persons paying less 
than they did now. The self-employed, 
who had no powerful unions to defend 


their interests, were a most valuable and 
indispensable part of the community. 

Two Labour members of the House 
— Baroness Burton and Lord George- 
Brown — both supported the amend- 
ment, which was carried by a vote of 
87 to 29. 

Present indications are that the 
Government is unlikely to accept the 
amendment and intends to use its 
Commons majority to restore the 
8 per cent levy. 


Life Peerage for 
Chartered Accountant 


MONG the names of 17 life peers 

published in last week’s Dissolu- 
tion Honours, we note with particular 
pleasure that of Mr D. W. T. Bruce, 
F.C.A., principal of the firm of Donald 
Bruce & Co, Chartered Accountants, 
of London. 

Mr Bruce qualified as a chartered 
accountant in 1936. After military 
service during the Second World War, 
in which he reached the rank of major, 
he contested the 1945 general election 
as Labour candidate for Portsmouth 
North, and held the seat for the ensu- 
ing five years. He was at one time 
Parliamentary Private Secretary to the 
late Aneurin Bevan, and has remained 
an active member of the Labour 
Party’s Tribune Group. 

A letter from the newly-created 
peer is published on another page of 






December 12th, 1974 
this issue. In the Upper House, his 
elevation brings the profession’s re- 
presentation to not less than 14 (The 
Accountant, October 17th). 

Other well-known names in the 
Dissolution Honours list include the 
Rt Hon. Anthony Barber, Chancellor 
of the Exchequer in 1970-74; Dame 
Irene Ward, now succeeded as Con- 
servative MP for Tynemouth by Mr 
N. G. Trotter, B.COM., F.C.A.; and 
Mr Desmond Banks, past-Chairman 
of the Liberal Party. The last chartered 
accountant to receive a life peerage was 
the Rt Hon. Ernest (now Lord) 
Marples, F.c.A., who retired as Con- 
servative MP for Wallasey in February 


1974: 


Judgment Upheld in 
Foreign Currency 


A hie £ sterling ‘floats in the wind, 
and changes, like a weathercock 
with every gust that blows’, said the 
Master of the Rolls, Lord Denning, 
recently. There was no longer any 
obligation on the English courts to give 
judgment only in sterling terms when 


A Century Ago 
The Accountant 
DECEMBER 1874 


In another part of our columns we 
publish a letter signed ‘‘Unfortunate 
Creditors,” and which appeared in 
the Times of the 20th November, with 
the remarks of our contemporary on 
the subject. The very grave charges 
against accountants there advanced 
(although to some extent qualified in 
the last paragraph of the letter) 
cannot be passed over without notice. 
It is, at least, satisfactory to note that 
our contemporary advocates the same 
measures as, we think, the entire 
body of accountants, whose practice 
takes them into the bankruptcy court, 
would support, and we agree that 
“egal supervision” and “‘fixed charges” 
would go far to remedy the evils 
which doubtless exist. It is, however, 
in a combination, only, of the entire 
body of accountants, to which we 
must look for assistance and reform 
in the direction of restraining or 
legally prohibiting practitioners of 
a doubtful character from transacting 
their business in a manner not only 
unprofessional, but seriously affecting 
the credit and status of the body to 
which they nominally belong. 





































the currency of the contract was a 
foreign currency. 

Led by Lord Denning, the Court of 
Appeal unanimously allowed the claim 
of a West German company in terms of 
DM3,756 — the first occasion since 
1605 that an English Court had given 
judgment other than in sterling. The 
cause of action had arisen in 1972, 
when the rate of exchange was DM8-3 
={1, giving a sterling equivalent of 
£452°50; but at the time of judgment 
in February 1974, £452-50 was worth 
only DM2,760. 

The claimant company had pleaded. 
article 106 of the Treaty of Rome 
which, Lord Denning said, was now 
by statute part of the law of England. 
A creditor in an EEC member-State 
should receive payment for his goods 
without impediment or restriction by 
reason of changes in rates of exchange. 

- ‘It is the duty of the debtor to pay 

his debt to the creditor in the currency 
of the contract according to its terms. 
If he delays and sterling depreciates, 
the creditor ought not to suffer loss 
because of the debtor’s delay. The 
debtor must bear the burden of his 
own default.’ 

Agreeing, Lord Justice Lawton 
said that the practice of giving judg- 
ment in sterling terms did injustice to 
foreign traders, and allowed British 
defaulters to gain a benefit which 
brought discredit on the administra- 
tion of justice in England. 


Inspectors Named 


AR DENNIS GARRETT, F.c.a., 
a partner in Turquands Barton 
Mayhew & Co, was named last week 
as one of two inspectors into the 
affairs of Burnholme & Forder Ltd. 
The other is Mr Thomas Dillon, Q.c. 
The company’s quotation was sus- 
pended last year, after reorganization 
of its accounting systems had revealed 
that management accounts were at 
variance with the true position of 
certain of its trading divisions. 


Further Payment 
on R-R Shares 


HAREHOLDERS of the former 
Rolls-Royce company are to re- 
ceive a third, and not necessarily final, 
dividend of 15p in the £, Mr E. R. 
Nicholson, F.C.A., receiver and joint 


liquidator of the company, announced 
this week. This payment, to be made 
on February 27th, 1975, brings the 
total dividend to sop in the £ on shares 
which were once widely regarded as 
worthless. 

The liquidators are to challenge an 
Inland Revenue ruling that these 
distributions should be subject to 
capital gains tax. : 


Building Trade’s 
‘Gloomy Prospects’ 


VERALL trading prospects for 

the construction industry to the 
end of 1975 were described recently as 
‘gloomy’ by Mr Anthony J. Bray, 
M.A., F.C.A., speaking at a London 
Chartered Accountants conference on 
‘Accounting Policies in the Construc- 
tion Industry’. During the nine 
months to June 30th, 1974, orders 
placed at constant prices on a yearly 





An End to Fiscal Redistribution? ` 2 : 


OVERNMENT financial re- 

sources are not to be regarded as 
inexhaustible, nor is it possible to 
achieve any significant improvement in 
working-class incomes by ‘milking the 
rich’ still further. These are among the 
conclusions of a recent paper by Mr 
John Mills — a Labour councillor and 
Parliamentary candidate — and en- 
dorsed by the Labour Economic 
Finance and ‘Taxation Association 
(LEFTA) as ‘worthy of consideration 
within the Labour movement’. 

There is, the author argues, a very 
real ceiling to the UK’s taxable capa- 
city, and he does not hesitate to attrib- 
ute the ‘wages explosion’ which began 
in 1969 to the action of the Labour 
Government of 1964-70 in raising 
personal taxation from 29°5 to 39°5 
per cent of the gross national product 
over that period. This explosion, he 
writes, ‘was directly attributable to the 
stagnation in living standards for 
working people which was the con- 
sequence of heavy increases in income 
tax and national insurance’. 

Price subsidies, in a time of high 
taxation, involve ‘an almost certain 
risk’ that the benefit will go mainly to 
those with the highest purchasing 
power, while the cost falls mainly on 


basis for all new work with contractors | 












in Great Britain showed a decline of 
19°5 per cent, three timés as fast as 
the decline over the last order down- 
turn in the 18 months to June 3oth, 
1969; while Mr Bray’s own estimates 
for the second half of 1974 suggested 
that this rate of decline had con- 
tinued, might have accelerated, and ` | 
would influence the actual output- — 
values of all new work in 1974 and 
1975- oi A 
‘I expect the 1974 output value of ` 

all new work at constant prices to | 
show a decline of about 8 per cent 
on 1973’, he said, ‘and a further ` — 
decline of 6 per cent for 1975 on 1974 — Sé 
this two-year period showing the 
massive downturn of 14 per cent. If 


this happens, 1975’s level of output 


will be below that reached for 1967, ` 
and almost down to the level in 1966.’ © 

One of the main reasons adduced 
by Mr Bray was that something over 
60 per cent of the work done in 1975 





‘the marginal taxpayer, who is nowa- 
days a fairly long way down the income ` — 
scale’. Further, the net éffect of all ` 
taxes and disbursements by govern- — 
ment achieves a fairly substantial” — 
transfer of resources between the topi 
5 and the bottom 20 per cent of ` 
income earners, ‘leaving the 75 per 
cent of the population in the middle ` 
more or less where they would have 
been if the whole of the Welfare ` — 
State, and the very large proportion of - 
the tax system which supports it, were 
abolished’. Be, 
LEFTA’s objectives — currently 7 
under the presidency of the Prime ` — 
Minister, the Rt Hon. Harold Wilson, ` —/ 
with six other Cabinet Ministers as — 
vice-presidents — include ‘to act as a ` 
vehicle for members of the Labour — 
Party who wish to make a sustained — 
contribution to the identification and 
solution of such technical and ad- 
ministrative problems as may arise in 
the detailed application of party 
policies’. A letter from its membership 
secretary appeared in The Accountant ` 
of November 29th, 1973. d 
(Redistribution: A Review of Pro- — 
gress, by John Mills, LEFTA, 31 — 
Dunoon Road, London SE23 3TD, 
price 2op). Xs - 


SE Leer, 


e NM 
Ze 


Ke 









` 
zë 


would have been ordered by the end 
of 1974. Only about 40 per cent of 
the total work done in 1975 could be 
affected from orders placed there- 
after, and that to a decreasing extent 
as the year progresses. 


VAT Liability on 
-Rental Contracts 
abe H IRE contracts entered into before 


July 27th, 1972 - when the Finance 


are liable to VAT in respect of instal- 
ments falling due on or after April rst, 
1973. A Divisional Court headed by 
the Lord Chief Justice last week 
reversed the decision of the London 
VAT Tribunal in favour of Thorn 
Electrical Industries Ltd and other 
television rental companies (The Ac- 
countant, February 28th). 

The Tribunal, the Court held, had 
reached a wrong conclusion. The 
Customs and Excise case was not 
‘retrospective’ in the sense of imposing 
a tax on instalments paid before April 


Sea 


` December 12th, 1974. 


Ist, 1973. The date on which the 
goods were first supplied was, in their 
lordship’s judgment, not material to 
the situation or to the way in which it 
might be dealt with by the Commis- 
sioners of Customs and Excise. The 
cases involved in the present appeals 
were within the Commissioners’ power 
of regulation, and the regulations 
which had been made were not ultra 
vires. 

In consequence of this decision, 
Thorn’s alone now faces a prospective 
VAT liability of some £463,000. 


E _ Act 1972 received the Royal Assent — 






Family Business 


by An Industrious Accountant 


ne Mr function as part-time director of the little hosiery 
ei factory informally allied to our company is proving 
_ singularly educational. The company accountant’s role, in 
= particular, looks so vulnerable under the dominating stare 
of the board member. 
$ = Last week, for example, the auditor sat in with the board 
ae ‘to review the first draft of the year’s accounts. He went 
through the usual list of work in progress, pricing, forward 
~ commitments, tax reserves and so forth; whenever a note of 
__ adverse criticism reared its ugly head, all eyes turned with 
"` half-concealed annoyance on the accountant. 
_ "This chap is rather unmethodical, and shows a lack of 
confidence which derives partly from the high-and- 
mighty attitude the chairman adopts towards him and 
_ partly from his limited experience. Unfortunately for his 
= @g0, having never worked anywhere else, he knows no 
-~ — systems except his own. It was a refreshing novelty to help 
~ him by cutting short the other directors’ questions by 
= suggesting he investigate and report back later. 
But my ears pricked when the auditor suggested, out of 
-~ the blue, the creation of a bad debts reserve. He’d a list of 
_ Outstanding debtors, some several months old, one in 
| particular quite substantial, and he recommended making 
¿provision for possible loss. Our chairman, who gets com- 
mission on net profits, obviously disliked the idea more than 
~ somewhat. 
Oddly enough, though, he rather brushed the point 
aside, whereas I — having cut my business teeth on our own 
tight credit control system — was keen to question it further. 
Some indication of our basic policy, I requested. Who set 
credit limits; did the travellers collect cash on journey; did 
J our follow-up include issuing writs as normal procedure? 
| Whose bloodhound instinct sniffed out the guineas up the 
chimney or the tenner-stuffed sock in the mattress? 
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Who picked up the tab for defaulters? With bank overdraft 
costing us 15 per cent, we surely couldn’t afford to be easy- 
going. 

The sales director protested that it was hard enough to 
maintain budgeted turnover without offending big custom- 
ers, let alone perhaps driving the smaller ones into 
bankruptcy. The chairman said testily that a reputation for 
harsh treatment of old trading friends could prove disastrous 
in the long run. However, he’d investigate the bigger 
defaulters’ accounts personally and ensure that debt 
collections got special attention. The accountant seemed. to 
shrink in his seat, but he sat dumb. 

The auditor looked as if he could a tale unfold whose 
lightest word would harrow our blood, but he too sat 
pointedly silent. I shut up with an effort, and we passed on 
placidly to authorizations of invoices payable. 

Going downstairs later the accountant said, almost 
tearfully, “You nearly caused terrible trouble. That customer 
is the chairman’s cousin!’ 








Dealing with Back Duty 


ICA Course on ‘Neglected Area’ 


CCOUNTANTS need to know more about back duty, Mr Keith Carmichael, 

F.C.A., said last week. For one reason alone, liaison with Customs and Excise 
following the introduction of VAT is likely to result in increased Revenue activity 
in this area; and a back duty investigation, unless correctly handled from the outset, 
is likely to prove both painful and expensive for the client. 


Mr Carmichael was director of a 
course mounted by The Institute of 
Chartered Accountants in England and 
Wales, with the assistance of Thornton 
Baker & Co, designed to give the partici- 
pants a closer understanding of back duty 
law and practice and to enable them — 
by appreciating the Revenue point of 
view — to undertake such an investigation 
more efficiently. Appropriately enough, 
the first speaker - Mr D. W. Pursglove, 
F.C.A. — was a former Inspector of Taxes, 
now a practising chartered accountant 
and a partner in the Bradford office of 
Deloitte & Co. 


How to begin 


The course of the accountant’s first 
interview with the client in a back duty 
case is likely to be dictated by the origin 
of the case — which may be either Revenue 
inquiries or the accountant’s own sources 
of information — and whether or not the 
client is newly introduced to the practice. 
At the outset, he should be invited to 
consider the advantages of a full dis- 
closure, and cautioned against destroying 
any potentially relevant documents. 

Depending on the individual circum- 
stances, the case may be handled for the 
Revenue either by the district Inspector of 
Taxes or by the Inquiry Branch; and 
tactics, at least in the former event, are 
likely to depend upon the degree of 
agreement between the Inspector’s alle- 
gations and what the accountant has 
learned from his client. Though there is 
no hard and fast rule on whether the 
client should be present at the first inter- 
view with the Inland Revenue, Mr 
Pursglove inclined against it; the ac- 
countant should first have an opportunity 
of assessing the strengths and weaknesses 
of the Revenue case, and an unguarded 
admission by the client at this stage may 
be prejudicial. 

Notes of interviews with the Revenue 
should be prepared and agreed with the 
other side as soon as possible after the 
event. The course of such an interview 
should be reviewed with the client, in 
view of the likelihood that this may 
prompt his recollections. 

Mr Pursglove’s synopsis included a 
formidable list of information to be 
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obtained from the client — a list which, 
while obviously subject to individual 
variation, should at least cover the major 
features of any investigation. Among 
potential ‘exceptional’ cash movements 
in or out, he instanced betting or com- 
petition wins, sales of furniture, gifts or 
legacies, insurance recoveries and maturi- 
ties, Premium Bonds, and the proceeds of 
undisclosed casual jobs. 


Revenue attitude 


The Inland Revenue’s policy is, of course, 
to combat evasion wherever it can be 
found, and whenever it has the staff 
available. Though the exercise may not 
directly justify itself in commercial 
terms — the average settlement in ap- 
proximately 11,000 cases settled at 
district level last year was barely £1,000 
each — the Revenue, for obvious reasons, 
cannot afford to relax its vigilance. 

Mr W. A. Perry, HM Chief Inspector 
of Taxes, Back Duty, was careful to 
emphasize that his was a personal and 
not a representative appearance; his 
paper would not necessarily present 
either a comprehensive or an authorita- 
tive view, and in any event his department 
must be allowed to keep some of its 
trade secrets! He reminded his audience 
that there were various penalty pro- 





visions ‘scattered throughout the In- 
come Tax Acts’, and the assumption ` 
must be that Parliament intended them 
to be used. Ké 
A spontaneous, full and co-operative ` 
voluntary disclosure, Mr Perry suggested, ` — 
was likely to weigh heavily in the tax- ~ 
payer's favour in terms of the final ` 
settlement. Other sources of discovery ` — 
might include informers — sometimes dis- ` aa 
gruntled spouses or employees, ‘usually E 
motivated by envy or spite’, and whose ` —— 
assertions were consequently suspect ~— 
unless they tended to confirm knowledge | 
already gleaned from other sources = or | 
an internal review by the Revenue ofa 
taxpayer’s file, leading to the feeling that _ 
‘something must be wrong here’. Revenue — 
practice was to keep its old papers for a P 
| 












rather longer period than did most 
accountants. 


‘Harassment’ charge refuted 


Particularly if the Inquiry Branch was 
involved, the taxpayer would in all — 
probability be reminded that the Inland ` 
Revenue must reserve the right of criminal — 
proceedings in the event of fraud or — 
wilful default, but that full consideration 
would be given to any voluntary dis- 
closure by the taxpayer! Mr Perry —— 
refuted the charges of ‘harassment’ — 
sometimes levied at the conduct of — 
Revenue officers in a back duty investi- — 
gation; they were not engaged, he said, 
in a sociological experiment, but in the 
only available way of getting at the neces- 
sary figures. SH 

In the event of contested proceedings 
before the Commissioners in cases of ` — 
non-co-operation, the Commissioners ` — 
might be asked to make a declaration of 
culpability, and to certify interest on the 


unpaid tax under section 88 of the 
Taxes Management Act 1970. Payment — 
of tax and interest was then not neces- 







sarily the end of the matter, since it was 
open to the Revenue to institute formal 
proceedings for penalties. Offers to settle ^ 
for a global ‘£x’ were unacceptable; the 
components of a settlement must in- ~ 
clude (i) a defined and agreed amount ` 
of tax; (ii) interest: and (iii) a penalty — 
appropriate to the degree of culpability. 
It was encouraging to hear that the 
Revenue was seldom impressed by tax- . 
payers who claimed that they had left 
all their records with an accountant, and 
that the accountant alone was to blame ` — 
for any subsequent errors! Mr Perry | 
here referred to the decision in Clixby v. _ j 
EI 


E 






Pountney ((1967) 44 TC 515), that a 
taxpayer was liable for the fraud or 





1Hansard, October 5th, 1944; Written Answers, ` 
col. 1149; also August 1rth, 1962, Written 
Answers, col. rrr; and section 105 of the 3 
Taxes Management Act 1970. j Se 
` 
| 
i 






One of the speakers, Mr P. A. Smith, EC A. a 
` former Inspector of Taxes and now a partner 
_ inthe Leicester office of Thornton Baker & Co. 


default of his agent even if he were not 


Perry concluded. ‘It is not something 
that will just go away.’ 


_ Practical exercises 


Between the formal papers, groups of 
embers had the opportunity of tackling 
a formidable case study, whose complexi- 
ties led to an urgent request for more 
_ table-top space in the group rooms! In- 
troducing the case study, Mr P. A. 
Smith, F.c.a., stressed the advantages 
both to the accountant and to the 
-= Revenue of using standardized pre- 
numbered and cross-referenced forms 
_ for the capital statement and its support- 
; ing schedules, even in what appeared at 
~ the outset to be a simple case. 
= Mr Pursglove gave some very practical 

_ advice on the completion of capital, 
= income and expenditure statements, draw- 
-ing evidently upon a long and fruitful 
personal experience. 
_ As a first essential, he recommended 
_ establishing a list of the taxpayer’s assets 
as soon as the case was launched; this 
` would at least give the accountant some- 
_ thing to work on as a reference point. 
Save in the rare case of the client who 
___ keeps a full cash diary, cash balances may 
= have to be estimated within ‘maximum 
and minimum’ limits. 
bt should be remembered that the 
` Revenue are likely to have kept, for a 
` considerable time, the papers of tax- 
-payers listed as ‘previous trouble’ cases. 
In identifying and reconciling tax pay- 
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E -` ments and repayments, a potential source 
_ of difficulty mentioned by Mr Pursglove 
Gi was offsetting in respect of different 


sources of income. He also warned his 
hearers to expect a possible Revenue 




















attitude of ‘I don’t disbelieve you, but I 
cannot accept it’. 

Clients unhappily have been known 
to refuse their consent when presented 
with the final statements for approval — 
a course which is unlikely to resolve their 
own difficulties, but leaves the accountant 
with no choice but to cease acting. How- 
ever, once this consent has been given, 
there may well be a negotiating ad- 
vantage if the accountant calculates the 
approximate liability according to the 
result shown, and can suggest an ap- 
propriate payment on account. 


Two points of view 


Mr Perry and Mr Smith then returned to 
the rostrum to discuss the subject of 
penalties, from the alternative view- 
points of the Revenue and the profes- 
sional adviser. 

Before taking members through the 
principal penalty sections of the Taxes 
Management Act 1970, Mr Perry re- 
minded them that this was an important 
subject; the penalties exigible in a par- 
ticular case might well make a consider- 
able difference to the final settlement. 
Some of the fixed sum penalties, he 
suggested — in particular that of £100 for 
failure to notify chargeability to tax 
under section 7 of the Act — were really 
not adequate in the more flagrant cases. 

Among the provisions to be borne in 
mind, he listed section 97 (2), under 
which accounts submitted on behalf of a 
taxpayer ‘shall be deemed to have been 
submitted by him unless he proves that 
they were submitted without his consent 
or connivance’. He also warned against 
attempting to place too much reliance 
on the ‘reasonable excuse’ exemption in 
section 118; taxpayers were becoming 
more sophisticated, and claims under this 
section were liable to be scrutinized very 
narrowly by the Revenue. 

Section 102 of this Act empowers the 
Board of Inland Revenue, in their 
discretion, to ‘mitigate any penalty, or 
stay or compound any proceedings for 
recovery therof’. The primary aim of the 
final settlement interview, Mr Perry 
claimed, was not to rub the taxpayer’s 
nose in the dirt, but to ensure that he 
fully understood the position. 

Mr Smith made the point that con- 
sideration of degrees of culpability neces- 
sarily took the accountant into an area-of 
fine shading, with a number of borderline 

ses — ranging from innocence and 
inadvertence to carelessness, recklessness 
and ultimately wilful default. This 
situation, he said, was reached in the 
eyes of the law when the taxpayer ‘knows 
what he is doing, and does it voluntarily 
and as a free agent’. 

Though the Revenue had consistently 
refused to be drawn into disclosing 





details of their practice in computing 
penalties, professional experience sug- 
gested a number of factors that were 
likely to be taken into account; a volun- 
tary disclosure, for example, would not 
be so heavily penalized as a case in 
which the taxpayer had initially denied 
any irregularities, or had a previous 
history of evasion. Collusive schemes and 
forgery were naturally regarded as serious, 
and the status of the offender could also 
be an aggravating factor — solicitors, 
accountants and even chairmen of Com- 
missioners had all been known to lapse 
from grace! 

Penalties of the order of 40 per cent, 
Mr Smith argued, might be thought 
reasonable on a full voluntary disclosure, 
ranging to 55 or 60 per cent where 
mitigating circumstances were less 
marked. If the accountant had done his 
job, Mr Smith thought that penalties 
much above 55 per cent should be un- 
common. Cases had been reported of 
Revenue demands for 80 or even 100 
per cent penalties in a flagrant case, but 
at this level the culprit could think 
himself fortunate to avoid criminal 
prosecution, 

Firm evidence of Revenue policy on 
the decision whether or not to prosecute 
was hard to come by, though the depart- 
ment seemed to be conscious of the 
deterrent effect of an occasional case in 
each main district. On the other hand, 
the risk of prosecution could be con- 
sidered remote once the Revenue had 
begun to talk of a pecuniary settlement — 
evidence obtained under an ‘inducement’ 
being generally inadmissible in Court. 


Appeal procedure 

On the final morning, Mr Carmichael 
gave the course the benefit of his ex- 
perience in the conduct of -appeals 
before Commissioners. As a general 


eae 





Group B was led by Mr H. B. Singer, F.C.A., of 


Bridgend, 
Council. 


a member of the Institute's 





rule, he suggested, it was preferable to 
compromise rather than go to a hearing, 
but the accountant had the responsibility 
of making that decision, and also that 
of whether counsel should be instructed. 

While an appeal may undoubtedly be 
lost by unguarded statements on the 
day of the hearing, it is far more likely 
to be won by the quality of the account- 
ant’s preparatory work. Mr Carmichael 
took the course through a long list of 
practical considerations to be borne in 
mind, remembering that the General 
Commissioners are not themselves tax 
experts and may be allowed some 
human failings ! 

If at all possible, the area of dispute 
should be defined clearly and shortly 
with the Revenue beforehand; attempts 
to argue points of detail before a panel of 





lay Commissioners may confuse rather 
than clarify. A careful review should be 
undertaken of all previous correspond- 
ence in the case, to ensure that the 
arguments to be advanced on the appeal 
are not at variance with documents which 
the Inspector of Taxes may be in a 
position to produce. 


The client as witness 

The accountant will have to decide 
whether his client is likely to make a good 
or a bad witness, as the Commissioners 
may well take an unfavourable view — 
whatever the merits of the case — of a 
man who appears glib or aggressive 
under examination. In deciding what 
evidence to call, or the cases to cite, it is 
unwise to overlook or hope to suppress 
those which appear to favour the other 






side; quite apart from the risk of making 2 Și 


a bad impression, there may be a tactical 


advantage in mentioning, and then dis- _ 
posing of, unfavourable points at the — 


outset. It is difficult to reply effectively 
to an opponent who has already fired off 
the available ammunition! 

As on previous occasions, the con- 
cluding session was an open forum 
for questions, which testified both to the 
interest of the participants and to the 


expertise of the speakers. In view of _ 


the complexity and the importance of the 
subject-matter, the attendance on this 
occasion can only be considered dis- 


appointing; and — while those present ` 


undoubtedly received full value — speakers 
of the eminence of Mr Carmichael and 


his team deserved a better return for ` 


their efforts. 





VAT Tribunal 
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Supply for No Consideration 


E rendered by one to the other of two separate 
businesses carried on by the same individual may not be a 
‘supply’ of services at all, in the recent view of the London VAT 
Tribunal. It was in any event a supply by the individual to him- 
self, and thus a supply for no consideration. 

The appellant was the owner of two fishing boats working out 
of the port of Harwich, and conducting that business with the 
assistance of his son and two nephews, who were remunerated by 
a share of the proceeds of each catch. He also owned a motor van 
which he used to take his catches and those of at least one other 
fisherman to the Lowestoft fish market. Separate accounts were 
kept for the fishing and haulage businesses, and the son and 
nephews were not remunerated out of the profits of the haulage 
business. 

In respect of the haulage of fish, the Lowestoft auctioneers 
allowed an agreed percentage of the gross value of each catch. 
This haulage allowance was surcharged with VAT at 10 per cent, 
and the Commissioners of Customs and Excise disputed the 
appellant’s claim to deduct the same amount as input tax of the 
fishing business. Counsel for the Commissioners sought to show 
that the appellant’s son and nephews were neither employees nor 
partners in the fishing business (in either of which cases no tax 
difficulty would have arisen); they were, it was argued, ‘co- 
adventurers’ in the fishing business, and as their individual turn- 
over in this capacity did not exceed £5,000 each, there was no 
machinery for recovery of input tax other than by the appellant 
in person. 

The effect of this, as the learned chairman put it, was ‘If the 
Commissioners are right, it does mean that somewhere between 
the sea-bed and the frying pan a charge for tax sticks to the fish 


caught by Mr Good’s vessels from which he says (and we accept 


it) most, if not all, of his competitors’ fish is free.’ x 
The Tribunal expressed no opinion on the Commissioners’ 
attempt to distinguish between partners and ‘co-adventurers’, 


but allowed the appeal, concluding that in any event the son and SÉ 


the two nephews were employees in the fishing business. Re- 


muneration of fishermen by a share in the proceeds of the catch d Za 
was not unusual within the industry, and the relationship was 


recognized for other purposes, in particular national insurance. 


Good v. Customs and Excise (‘Tribunal reference LON /74/80). ) : / : 


Dealing With Money 
D Kopiya of sealed containers of notes and coin between 


branches of a bank by security carriers is not ‘dealing with 


money’ within the meaning of item 1 of group 5 of the Fifth 


Schedule to the Finance Act 1972, the London VAT Tribunal ` 


has decided. Having regard to the context of these words, in a 
group dealing with financial transactions, they were not apt to 
include the conveyance of sealed packages. The Tribunal 
also took into consideration that it would create great difficulty 


if a carrier’s liability for VAT were to depend upon the contents ` — 
of the packages carried, which might not at the time be known ` — 


to him. 


The Tribunal’s judgment, however, showed a more sym- E: 


pathetic approach to the question of whether the ultimate 
recipient of a VAT-charged supply has sufficient standing to 
maintain an appeal. The learned Chairman observed as follows: 

‘These Tribunals are established to hear and determine 
appeals relating to value added tax, informally, expeditiously, 
and without involving an appellant in undue costs. A construc- 


tion of section 40 of the Act which would have the result of ` 


excluding a recipient of a supply from appealing to the Tribunals 
against the decision with respect to the tax chargeable thereon 
is, in our opinion, to be avoided if possible. . . . 

‘In our view, to compel the recipient of a supply to have 
recourse to proceedings in the High Court or the County Court 
if he wishes to challenge a decision of the Commissioners as to 
the tax chargeable on the supply to him, which tax he pays as 
part of the consideration for the supply, would defeat the 
purpose of the legislature in establishing these Tribunals.’ 


Williams and Glyn’s Bank Ltd v. Customs and Excise (Tribunal 


reference LON/74/75). 
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by HARRY JONES, B.Sc.(Tech.), A.M.C.T., F.P.. 
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UCH of the recent discussion in financial and business 
HV Ljournals accounting for the performance of a concern 
and adducing the ‘correct’ price for its shares has centred 
~ upon the analysis of cash flow, which in turn is used as an 

-indicator of its dividend paying ability. 

` Writing in the Financial Times of September 11th, 1973, 
Professor Edey put a finger on the critical factor in stressing 
that it is future cash flow and the influence of less tangible 
resources which are essential to whole study. An earlier 
contribution by Mr E. W. Holland (F.7., September 
24th, 1963) stated that: “The balance sheets will supply past 
cash flows and future cash flows are no more than a 
declaration of the directors’ intent, not to be relied upon.’ If 
they are not to be relied upon, one needs to find out what it 
is Ce one can reasonably assume and rely upon. 
-~ Later, and in a better vein, Professor G. H. Lawson 
(F.T., October 11th, 1973) spoke of the diminishing useful- 
ness of balance sheets and profit and loss accounts as 
` financial reporting becomes more forward and discrimina- 
ting investors pressurize directors for declarations of 
ntent which can be taken more seriously. 
- Repeatedly during arguments on the value of chartism, 
the need to keep investors and employees informed as to 
_ the company’s intentions, and the ambitions of the Inter- 
national Accounting Standards Committee, there is a 
ommon cry for more disclosure — not only to evaluate 
_ past performance, but to share the thinking of the directors 
_and to appraise the probability of forward developments. 
Certain it is that the forward picture is needed, but how is 


os 


‘more information on this to be obtained? 








` Making a start 

Reporting on the trend of cash flows is an obvious start 

_ to the process of appraising the likelihood of future growth. 

The analyst can review the past performance of a company 

and assess the trend by extrapolating historic data. He can 

then superimpose on the results any particular influence 
__ The author, a former director of Geigy (UK) Ltd, is now an Honorary 


-~ Visiting Fellow of the Manchester Business School, and author of 
_ Preparing Company Plans (Gower Press, 1974). 


_ The Investor's Need 
: for Corporate Information 
What Should be Revealed and How? 





_ Past performance of a business is one thing; but the shareholder is more interested in its 
= continuity and, hopefully, in its improvement. Forward assessments are made with 

{ relatively little information. The author discusses trends in the development of company 
disclosures which could go far to breach the information gap. 


he, in his wisdom, can bring to mind. Within the limits of 
the information available, his forecast will be realistic. 

But usually analyses are conducted by outsiders with 
limited knowledge of the firm and on far from adequate 
information on the markets and the environment in which 
the company has operated and will operate in the future. In 
addition, they can only guess at the real strengths and 
weaknesses of the organization and whether they will be 
handled efficiently. 

Financial houses use specialists in these evaluations, and 
most analysts and investment advisers generally do a 
remarkably shrewd job of corporate evaluation. This is 
reflected in a single figure, namely a Stock Exchange 
quotation for the company’s shares which is a composite of 
all the relevant factors and indicators and which reflects the 
future expectations of the growth of profits and assets, 
suitably discounted over the medium term. 

As we well know, this is the way it is done — a detailed 
scrutiny of historic accounts with the identification of ‘the 
one that got away’, or lost in the smoothing of accounts; the 
outsider’s appraisal of resources and markets; the search 
between the lines and in the small print for longer-term 
pointers, rumours and so on. 


Partial picture 


Company analyses can be carried out by individuals and 
by teams of specialists alike, but both can only see part of 
the picture; much more of course is known, or should be 
known, to the management of the particular concern. This 
raises again the question of what information can, or should 
be, provided by a concern to its shareholders, and the 
means by which it is done. ` i l 
Company chairmen are traditionally expected to com- 
ment, not only on the performance of their firm, but also 
on its future prospects. Most usually do so, but.in very 
guarded and general terms. A few now speak more openly 
of their sales and profit targets, but generally they venture 
the belief that if the economy in general goes well, so will 
their own businesses continue to prosper. So indeed they 
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should, but- at what rate aid in: RE ES of the 
league, in comparison with: their ‘competitors? As in the 
` past, or better proportionately than the economy in which 
. they intend to operate, and. against, ‘their rivals? `: 

Signs are becoming’ more: humerous that companies are 
concerned that investors and employees : should get móre 
‘information. ‘Some’ Are active iñ this direction. British 
Leland in May 1974 spelt out to. their employees” their 
problems and aspirations, and propose to develop means of ` 


`. informing them about the corporation’s. plans and trading 


. position. Significantly, the address of the chairman of the ` 
Swiss-based. CIBA-GEIGY concern this year contains the. 
words: . why the stock market:and investors do not 
appear. to agree, at least in regard to our shares. At current - 
share prices, the market ‘capitalization of our company lies 
well below its true. value’. ‘The chairman then goes on to 
` sayi “Perhaps investment advisers and the public arè not in 
_possession of sufficient information; perhaps, . too, the 
“effects of the world-wide trends are being incorrectly - 
initerpreted. For this reason, we intend to intensify. and 
improve our information services to EEN and in- 
, Vestment advisers.’ 

` The policy statements ead by: “Albright EN Wilson 
earlier this year (1974) are a welcome sign in this connection, 


albeit they are in qualitative terms. In ‘their case, the state 


ment dealt with the policy of disengagement from specific 
business sectors whose- review, shows unsatisfactory 
‘prospects; ‘concurrently Albright spelt out their policy’ of . 
` planning for réinvestment in other areas of their. business 
which already show Gees EE SÉ 


. Lifting the veil 


How are better statements to be given and who oe Se 
the chairnian or chief executive to fill the information gap 
‘that every investor and the City, is conscious of? And, in - 
“what better form than a discreet lifting ‘of the veil from: 
_ corporate plans? 
‘Most companies of any degree of teg carry out 
` corporate long-range. ‘planning of one. kind or another. 
. These plans ,contain.-the pany s own ideas on its 
intended future., |: ` S 
. However, with this invitation to company chairmen: to be 
- more forthcoming. — and there is continuing pressure of all 
_kinds to be so, as witness discussions not only on the, design 
“and content of company reports, but on the power of the 
. Government to call for more detail one must immediately - 
admit that revelations of corporate’ plans, even in summary; 
or by givingyselected high spots, are not be to considered 
‘lightly in view of relations with competitors, suppliers ‘and 


customers. Too greata disclosure would be against the - 


interests of shareholders themselves. There are iindoubted . 
dangers in revealing the strategies.of á business in ‘detail, ` 
but are not shareholders entitled, to. have some glimpse of ` 
the likely future affairs and, Standing, of their EE as 
` -shown by its forward plans? . 

` Not all the objectives of z concern BEE? Se shelters 
, from public knowledge. Indeed; a calculated lifting of the 
veil may'be an advantage in some circumstances, -and 
evidence of the deployment. of corporate planning as a 
management tool will earn respect invany, case. .. 

ane vital thing to know i is the SE of the manage- 
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"ment: for the: RERE of the firm, and ‘whethes they have 


actually gone through the chastening procedure of corporate 
_ planning. Are the. corporate leaders. able and, if able, are 
-they willing to provide a better and more numerical 
prognosis of the effectiveness of ‘their’ efforts and re- 


“sponsibilitiés by revealing more of their plans — at least the 


key ratios ‘on the objectives of the growth of shareholder 
benefits?’ ` 

- At least EE would be ieved if they‘knew’ that 
plans were actually. being made as standard practice, so 
why don’t chairmen say this much ae a start? A company - 
well known for having a sound, planning system in ‘being 
-automatically earns an accolade for good management: in 
this day and age. One that appears.not to have such a 
system. is rightly. suspect; what sort of assurance, or even 
expectation, can the entrepreneur give his shareholders of 
growth in the long ferm? aa ae ae ES l 


i 


Assessment 


Naturally, even with the Oe of plans (or parts ‘of 
plans):a task for-the investor would still remain in assessing “ 


the likelihood of the company of his chéice actually achiev- 
ing its declared target levels. How much better could he do 


` this when the information gap is reduced and the move ` ` 


from generalized statements about the future to the 
quotation of quaritified objectives has been made? 

‘The signals of change. can already be discerned. The 
Companies Act 1967, calling for the disclosure of informa- 
tidh on the profitability of different sectors of a concern, on 


` “numbers: of employees and their remuneration aswell as 


that of the directors and their shareholdings, on exports, 


‘and so on, gave the first impetus. Measurements of the. 


standing of a company by such indices as sales per employee, 


‘capital used per emplo yee, average salary. payments and the 


like, are standard inter-company ratios nowadays and are 
distinctly illuminating. Value added is another such index. . 
"The White Paper on Company Law Reform (Cmnd 5391) 


‘has increased the demand for further information in’com-~- 


pany-accounts and an extension to the quotation-of business 
objectives from corporate plans is clearly the next desirable . 
stage for shareholders. We are approaching the. time when’ 
company reports will more and mote need to refer to: 
corporate plans, objectives and their achievement. 

In lifting the veil, it would not be. necessary to refer to 
the intimate strategies-and action programmes that the 
“company proposes to use. These are naturally confidential 


` but, for example, how often is it stated in. numbers how 


such fundamentals: as cash flow, assets and earnings’ per 
share are planned to ES ER over the next few years?’ Š 


== e 


" Degrees of. disclosure . 


Even now, ‘there - -are circumstances . in which varying 
degrees of the disclosure of information takes place. One is 
the proposed investment of large sums: by banks and other ` 
institutions, when much, more detail: is demanded than is 
available to the ordinary investor or. is even determinable ` 
by the professional investor. In some cases the niain 


interest is purely that of security as measured by asset 


cover, but in others the interest is in, the growth of the. 
` value of the investment. 
Another’ case is. the’ occasion of thei issue Sé ëw shares, 


yi 
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. although the public information is then more limited and 


largely historical: In all these cases the basic needs are the 


_ same: to. have good evidence that the resources are there 

. and will be used to ensure continuity of a post good per- 
formance. What better than a well-founded corporate plan 
for this purpose? 


A sufficiently large investor can ask direct questions and 


"get. answers, possibly to the gstent of board representation 


if the extent of the participation warrants this — whereupon 


all should be’ revealed, including the corporate plan. 


Whether private investors would be competent to judge the 
likelihood of corporate plans being achieved in practice is 
probably doubtful; but unit trusts, acting in concert for 
numbers of: private investors ought to` be interested in 


-company ` plans as the best source of information on the 
future running of a concern of i importance to them. 


It is not without relevance that many corporations, 
especially in the USA, now tzke pride in publishing not only 
their basic corporate objectives and policy — their manage- 
ment philosophy = but also. the highlights of their specific 


‘business objectives, and in numerical terms. Many avowed- 


ly disclose even the strategies they propose to employ, and 
often are better for such declarations. ` 

Making plars is a highly responsible busines Making 
them public is still more- responsible, and precarious too. 
This is not only on accourt of their confidentiality, but 


because the authors” are’ necessarily measured by their. 


objective setting and, later, by their. EE to attain them i in 
practice. 


their intentions from their shareholders? Do they have any 


-réally progressive intentions other than-to meet whatever 


challenges and opportunities that may arise in the future, 


` and then ‘to de their best’? Do geed not hold out any better 
- promises? 


Further, and possibly even more importantly, are we not 
also. nearing the point when quotations on future progress 
and performarce, as prognoses from the company. plans, 
are to be expected by investors who can then judge the 


working efforts of the management bythe extent to which | 
‘the planned objectives are achieved? The company board 


measures the work of its executives by the soundness of 
their plans and the degree to which they are realized. Why 


should: not shareholders do the same in respect of the. 


directors and top management of their firm? It is one thing 
to measure a concern by its past performance; ‘ 5 per cent 
better than last year’ may seem good, but ES it have 


been 10 per cent or more? 


important question KE SS 

Following up this review oC the need die more informa- 
tion, and the.s:gnals of change which are discernible in the, 
UK and-elsewhere, the prospect emerges that chairmen’s 
statements and diréctors’ reports will-more and more 
need to give information on. the basic objectives and 
policies of the firm, its proposed use of tangible and other 
resources, their specific business objectives (with indicators 
of how these are to be measured) andthe resultant e ex- 


` pectation of growth in shareholder benefits. 


The important question remains of how sound’: or 


- realistic. will be thie information arising. from: the ‘lifting. of 
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the vei? from the corporate plan. Now that the concept of 
some kind of ‘social audit’ is becoming recognized as an 
obligation of organizations in these days- -of environmental 
and social consciousness, so should a ‘planning audit’ rank 
high frem the investor’s point of view. 

A scenario begins to take shape . that discloses of 
forwarc planning information in, say, . the. directors’ ` 
report night eventually becomé the subject of comment, 
through a planning’ audit. In the first place, ‘this would 
‚confir that a workmanlike planning system operated 
within -he company as a background against which manage- 
ment control was effected. In the second, the audit would 
confirre that the key eleménts of the business objectives 
were based on realistic strategies, making full use of 
all the corporate resources and on logical Keen 
assumptions. oe 

Such a scenario would call for thè e audit to be. 
carried out ethically, objectively, and professionally. In 


‘turn this would call for an-independent outsider service — 


analogzus to the auditing role of the accountant, - 


Can plans be audited ? 


Is this a new field of activity or service ‘that could be ex-, 
pected from the professional accounting and’ auditing 
fraternities? Certainly there exists a body of sophisticated 
and etnical planners: among the ranks of management 
consultants who could fulfil the new role. Equally, no 
doubt, an. accountant with an overlayer of corporate 


' plannirg would be able to-effect be "double of a financial 
` But how often and by how mhuch do EH hide’ , 


and a planning audit. 

The guide lines for corporate ‘planning are wal EE? 
defined. nowadays, though we have not yet reached the 
stage o: ` qualification by training contract and examination 
enjoyec by the accounting profession. None the e We are 
not far from this point in real life. ` i 

Mos- business schools cover the field while the training® 
courses, first of the Society for Long Range Planning and 
second-y of ‘other institutions, now have so, much in. 
commen that widely acceptable principles of corporate 
plannirg have really’ crystallized? Several of these have . 
been: the subject: of thoughtful contributions to The, 
Accourzant, in particular.Mr D. E Hussey s series of 
articles in 1973—74 ` 

Wha: now remains to be. done i is for the E 
profess.on to extend its competence from financial account- 
ing to include the basics of a planning audit, or for such a 
body z: the Society for Long Range Planning to institute, a 
qualify ng process’ for what we might call. ‘chartered 
planners’. Maybe the larger accountancy concerns — many ` 
of whcm have already extended their compétencies to, , 
encompass’ management ` disciplines allied to: financial 
topics — will take the lead. They are well on the "y to the 


l competency that this scenario demands. - 


In tre event, the growing need for controlled TA 
is becoming an obligation to shareholders, and is likely to 
be extended by governmental edicts both i in the UK and 
abroad As and when:these take effect, what better way than 
to reason that. the role of the external planning . auditor 
should rank with that of current financial auditor? Certainly 
shareholders. would’ wélcome such ‘a development, which. 
would also:go far ta improve company-worker relationships. ' 
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Ge “Industrial Relations 


and the Law 


by W. WALSH, A.C.LS., M.LS.M. - 


_ Ina little over two years the long-heralded, often maligned and for ever 
controversial Industrial Relations Act passed from birth to old age and death. 
Few of those who welcomed its arrival were mourners at the funeral. Yet 

it would be foolish not to recognize that some control over the only 

. unrestricted monopolies i in the United Kingdom was and remains desirable. The 


ie parents of the Industrial Relations Act were the 
Donovan Report on Trade Unions and Employeis’ 
Associations, which took three years to emerge, and the 
rising tide of unofficial and unconstitutional strikes, By 
1968, the latter were accounting for about two-thirds’ of 
working days lost through ‘industrial action’ and. about 
95 per cent of all strikes. 

‘What the Donovan Report : EE was fairly 
mild; so much so that one dissenting member of, the 


Royal Commission was moved to write a brilliant note- 


of reservation. He put a point of view with which perhaps 
others agreed but felt it was impolitic to urge. However — 
and when the Act is held up as a piece of class legislation, 


‘it is well to remember this — it was the Labour 
_Government of 1969 which’ produced ‘the first’ proposals 


for implementing the report — the famous White Paper 
In Place of Strife. That put forward many suggestions 
which became embodied (perhaps for different -reasons) 
in the Conservative Industrial Relations Act: specifically, 
for example, the creation of a Registrar of Trade Unions, 
cooling-off periods and compulsory strike ballots. 

In Place of Strife in fact produced strife. The trade 
unions and Labour back-benchers openly revolted against 


its proposals, and wisely the Government went Anto , 


reverse — accepting instead a ‘solemn and binding promise’ 


‘by the TUC, of which the less said the better. Thus 


another year passed before the Conservative Government 
of 1970 was left with the. problem of what to do in the 
vacuum created by the Donovan Report 1 in this EE 


- area of relationships.’ 


Legal framework | 
The result was the Industrial Relations Act of 1971, 


_ about which more bas perhaps been written and said 


than about any other contemporary.issue. What the Act 
did, essentially, was to remove the r9th-century concept 
of the trade unions being outside the general law of 
contract. It tried to restrict strikes by requiring notice — 
unless called by registered trade unions. It sought to ban 
the ‘closed shop’ (with no success) and tried to make 
normal written contracts between trade unions and 
employers legally enforceable; specific writing was’ re- 
quired if they were not to be so regarded. (In the event, 


employers fell over themselves to agree that agreements. 


restraint of public opinion has never been enough. 


were not binding.) It attempted to audit the ‘union rule 
books by requiring registration of trade unions. Those 
not registering lost tax privileges. 
Tt set up the National Industrial Relations Court 
(NIRC, as it became known) to deal with labour law and to 
which the Government could apply ‘for ‘cooling-off’ or 
compulsory ballot orders. It tried to define and outlaw 
unfair industrial practices, gave power to the unions to 


‘enforce recognition and the right to claim compensation 


for workers unfairly discharged. It also introduced a 
code of practice to provide guidance on what good in- 
dustrial relations policies should produce. 


What might have been 


Not all of this new framework was “disliked by the 
trade unions. Quite large portions of it — for example, 
clauses which gave unions the right to demand information , 
from employers, and which protected the workér from 
arbitrary dismissal:— were substantial sweeteners in the 
total package. There were reasonable grounds for hoping 
that time, patience and the ability of unions to live with 
similar rules in the USA and Sweden would eventually 
reconcile the trade union movement in the United 
Kingdom to the Act. ` 

But the TUC was unrelenting ir in its opposition. Sensing 
that registration was.a’ sign of capitulation, it called 


‘upon its members not to register, not to use the NIRC 


nor to help in the staffing of Ke tribunals and the 
Court. 

Perhaps if employers had been more courageous in in- 
voking the Act, if they had been less willing to agree that 
contracts should not be. legally binding, or if the 
Government itself had been less hasty in using the Act 
against the railwaymen in 1972, then the opposition 
might have been nibbled away. At one time it looked as 
though a few of the bigger unions would register to obtain 
the benefits of the Act and maybe to discharge what 
might have been regarded as their obligations in society 
to obey its laws. But expulsion from the TUC- involving 
the loss of research facilities, brotherly assistance and 
‘no poaching’ rules — in the event proved a powerful dis- 
suading argument. - ` 

By not using the NIRC, the trade unions probably did 
themselves more harm than good. One has-only to-read 





KE 
‘Life at Court’ by Sir Join Donaldson,-in Industrial 
` Participation for Autumn/Winter 1973, to appreciate how 
groundless were trade union fears ‘that being enmeshed ` 
-inthe law necessarily resulted in | their members’ 
subscriptions disappearing into the “pockets of the 
lawyers. 

There was, and still is, a ‘need for a Court with 
expertise in industrial relations, and which can suggest to 
the hot-headed cheaper and more lasting methods of 
settling i issues than securing a legal ruling. Less than one 
` case'in a hundred has been really contentious, from’ a 

trade union point of view, and’ some of those would 

have been less so had the unions involved not scorned’ 

representation. By no stretch of: imagination could it be 
claimed that the Court has been ‘union-bashing’. 

But ‘recognizing the Court’, like ‘registration’, was 

taken to be an cvert form of capitulation to the Act. Those 

. unions which remained deaf even to the advice of their 

friends to go and defend themselves may now, perhaps 


properly, claim ‘that this has been instrumental in the ` 


downfall of the Act: 

So after the hundreds of books, thousands of spite: tens 
of thousands of courses ard seminars to‘enable management. 
to get to grips with :the new. industrial relations scene, 
will we have anything left; or has the last three years 
_been a massive waste of effort and energy?: 


H 


Confrontation or Conciliation i 


Probably not. We have perhaps learned that conciliation 
and arbitration (which has played a role in industrial 
relations settlements for nearly a century) are infinitely 
preferable to- confrontation. Therefore more resources, 
more commitment, more skill and more experience should ` 
_ be allocated to these methods of providing answers to 
human’ problems.. We have added a little to the dignity of 
labour and its security against the arbitrary whims of- 
employers by unfair dismissal legislation. - 

We have had another lesson of the difficulties of law- 
enforcement in the face of mass defiance (the first is con- 


tained in the story of the Betteshanger Colliery dispute — - 


appendix 6 of the Donovan Report). And perhaps we have - 
relearned something which the CBI stated in its evidence 
to.the Roya. Ccmmission. Tae following is quoted bom" 
paragraph 463 of the report 


‘In this sense, no legislation i is needed to’ Gë unofficial 


strikes illegal, The law can intervene at the. employer’s | 


option. The point is that hardly any employer exercises 
that option. As the CBI stated, this is “not so much 
because the. measure of damages against one mam may 
be very, small compared with the costs and: inconvenience 
- of litigation and because the chance of recovering the 
damages was doubtful, ‘but [7alies supplied] because the main 
interest of the employer is in a resumption of work and the 
preservation of goodwill”? - 


Now why was that forgotten? 


` 
The replacement Act. - 
The prebable-effect of the ee Trade Union and 
» Labour: Relations Act’ is not easy to discern for three — or 
‘maybe four. — reasons.. The first is a masterpiece of i irony — 
‘that; for some weeks after its enactment, printed copies of 
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the Act were unobtainable because of-a ‘strike in the 
publish_ng section of HMSO. 

The second is that amendments to the original- ‘Bill 


- which arose from alterations made by the’ House of Lords 


(and some arising from a procedural accident in the lower 
House) are obscure in effect. The third is that the Act is to 
be supplemented by ‘Employment Protection’ legislation 
embodied, for the time being, ma Bill of that name. The | 
‘maybe* fourth i is that a good deal of uncertainty surrounds 
the life of the present Government and the next Legislature 
(whatever the colour of its rosettes) may insist on even more 
tinkerin2 with industrial relations law. 

As a generalized statement, the UK is broadly back to 
the pré-Industrial Relations Act 1971 situation of the trade 


‘unions being outside the general law of contract. What is 


obscure is whether or not ‘pre-entry closed shops’: are now 
rendered legal (some lawyers think not); and to what extent 
‘sympatietic” strikes or breaches of commercial contracts 
in the firtherance of a trade dispute are within the law." . 
None of these obscurities are likely to inhibit powerful ` 
trade uzions from flexing their muscles; nor are they likely 
to be tested by sensible employers. The real problems 
‘likely tc arise will not be ‘legalities’ so much as’ ‘social 
responsDilities’. How far, for example, will trade unions 
and merabers as-a whole feel they should act with restraint 
in view of the obvious dangers of giving the inflationary 
spiral yet another Geist? How far will incipient but’ menac- 


`" ing unermployment‘vary the priorities from more money to - 
more job security?’ How far will’ the prospect “of more 


involvement, ‘more control and more worker director 
appointnents in industry be a satisfactory substitute for | 
tough bergaining? : 


Pay dif-erentials 


Probably the major lesson we have heen’ learning i in the 
departing summer’ is that -differentials create oddities 
which ae much. more marked when money wages rise. 
We see them more readily and they have much greater 
impact. It is these, rather than the new-freedom from 
restrictions secured by the repeal of the Industrial Relations 
Act, which may well provide the major sources of trouble 
‘as the wage negotiating season opens. 

There are oddities in the fact that some workers are 
collecting some £230 per annum more than others in very’ 
similar jobs as a result of threshold agreements. Middle , 


. management and professional staffs have been pushed well 


down th= earnings scale by ‘flat rate’ as opposed to per- ` 
centage rises in the past two years — yet these are rapidly 
becoming better organized, led and more vocal in demand- 
ing equa. treatment. 

It co d be that changes in the law will be of little real ` 
consequence to the industrial relations scene this. winter. 


‘The facs of life-are these: the ranking of different 


industria unions is remarkably stable, and the percentage 
relationship between the skilled craftsman, the semi-skilled 
and the tnskilled i is very little different from what it was 
over 80 years ago. The real losers have been the Profes- 
sional wcrkers and the clerks. 

They — freed of a law shih (by temperament and 
training) they ' respected more than the industrial 


. workers — may now feel they have little to lose, from an` 


attempt to ipae their postion, 
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Accountancy i in Eastern Europe 


Effects of Centralized Banning 


i 


by DONALD du BOIS, Cc. P. A.. Assistant Professor, : University i Rhode island 


The EE CET Co-ordination conas for the 


Accountancy Profession hopes to develop a co-ordinated world-wide accounting 


profession with uniform standards. To realize these lofty goals, if: they are even 
- possible; it is desirable to understand the role of the accountant in capitalist 


and non- -capitalist societies. 


o? S Even among ‘socialist countries, there are significant differences i in the business ` 


Asocery and government ‘structure . honouring 
private property rights has been described in the 
American Accounting Research: Study No. 7 as-one of the 


` basic concepts to which generally accepted. accounting , 


principles are oriented. The economic environment within 
which a business pit operates has a significant influence 
on the type of accounting that is developed. `. 

Czechoslovakia and Yugosiavia! provide two examples of 
socialist. environments with different dégrees of private 
ownership which. are allowed and different conceptions of 
the market ae an economic allocator of scarce resources. 
The effects of these environmental influences on accounting” 
in the two countties have been noticeably different. 


Economic structure 


‘The . Czechoslovak economy, is highly-centralized. A 
“national economic plan is the basis for more detailed plans 


by industry groups, in which in turn are the basis-for the 
budgets of individual enterprises. In such a command 
economy, the .director of the basic business. unit must 
accommodate his firm to the budgeted activities of higher’ 
level planning bodies. On the other band, the Yugoslav 


-‘workers’ collective, the individual business enterprise, does 


its planning as an independent unit. It is not bound bya nor. 
forced to follow a national economic plan. ` i 

This difference in centralization means that the Yugoslav 
firm exercises a considerably greater amount of initiative 


‘ than its Czechoslovak counterpart. Theoretically the. 


workers’ collective is owned and operated by its employees. 
In ‘practice, management may make all the important 


. budget and control decisions, but. these must be ratified. 


by the employees of the enterprise. _ 
The effect on accounting in the Yugoslav firm is to 


. create a significant internal demand for information by 


management, whereas a significant external demand for 
planning information exists in. Czechoslovakia. 
Profit is an important element in the enterprise budget 


_of both countries. - ‘In. Czéchoslovakia, quantities are also 


1Interviews were held at the schools of economics of Bratislava and 


Prague, Czechoslovakia, and at the University of Ljubljana, Yugoslavia. - 


Interviews with’ businessmen and accountants were also conducted” 
in Bratislava and Ljubljana. >=> ‘ 


H 


le 


- >. . - environment. 


important planning indicators — usually more important 
than profit indicators. 

These quantitative factors which do not Secci 
derive from accounting information ‘have historically 
reduced ‘the importance of accounting information in plán- ` 
ning of command economies. The importance of the ac- 
countant is thus diminished in the planning and control 
, processes in the Czechoslovak firm. 

It is common practice in Czechoslovakia to revise thé 
budgets of an enterprise during the plan period so as to 
assure the successful achievement of the plan. Since 
salaries and’ wages are often tied té. (he successful ` 
` realization of the plan for thé firm as a whole, such - 
revisions of budget figures are important to many members 
of the firm. The revisions are also important to persons in 
government ministriés whose performance looks good if 
all firms in the industry group fulfil their budgets. 

Such practice only ‘serves to diminish the importance 
of planning data and whatever accounting input. goes into 
the planning process. These budget changes are usually 
explained by factors beyond the control of the individual 
enterprise, but too many changes í can’ weaken the integrity 
of the whole system: 

Although the same situation can occur in the-Yugoslav 
firm, it is less likely | because of the relative independence of 
each enterprise. It is easier to avoid responsibility for the 
budget when a firm’s plan is directly tied into a. cen- 
tralized economic plan than wheri the firm is not closely 


, integrated into a national economic c plan: ' 


Uniform accounting systems 


Both countries have uniform accounting systems with 3 
standard chart of accounts to be used by all firms. in, the 
country. Any one firm will only make use of those standard 
accounts which apply to its peculiar operation. Detailed 
subsidiary accounts can be developed by each enterprise. 
as they are needed. - 
‘An authoritarian rule-making body i in Czechoslovakia’ s: 
Ministry of Finance, composed of. experienced professional 
accountants, issues various accounting rules and regulations 
from. time to time, E rules are to be followed for 


THE 


external reporting which often cause the Czechoslovak 
accountant to focus. his attention on external reporting 
‘requirements ‘and leave little time for developing internal 
uses of accounting information. . 


In Yugoslavia, there is more diversity in external 
` reporting. For example, full costing, direçt costing and 


prime costing are all allowed for valuing work in process 
inventory. Manipulation of the net income figure is not 
unusual. A set of generally-accepted ` accounting prin- 
ciples has been: recently drafted, but acceptance of these 
accounting principles appears imminent only in the 
Republic of Slovenia. | 

The comprehensive, authoritarian approach to account- 
ing rules has tended to narrow the range of choice of the 
Czechoslovak accountant. These rules emphasize the need 
to'comply with external ` reporting requirements. The 
Yugoslav accountant has more options available to him. 
He can even show his skill in manipulation of net income 
by various accounting techniques. He is not forced to pay 
so much attention to fulfilling external reporting require- 
ments and thus has a greater opportunity to develop an 
internal accounting information system. 


Role of the accountant . 


In both countries, the accountant is oftén viewed as an 
information-provider rather than as a decision-maker. 
Academicians recognize that it is desirable for the account- 
ant to provide useful information for internal uses and it is 
hoped that in tke future accountants will be able to. play a 
more active role in decision-making. 

At presert, the Yugoslav accountant has a better op- 
portunity tc be-active in decision-making; the Yugoslav 


. firm is not likelv to have maragers elected by the workers 


for political Purposes at the expense of knowledge of 
management and economics. In Czechoslovakia, the politi- 
cal record of a worker is a significant factor in his chances 
of promoticn; consequently some managers have little 
appreciation for managerial accounting information, and 
do not place any demands on their accountants for such 
information. 

.. It is not unknown for the Den Gre to view 
his accountant’s primary function as that of completing the 
external reporting requirements and- nothing more. Al- 
though this viewpoint is becoming less common in 


Czechoslovakia, it is not likely to be held in the Yugoslav ` 


firm where the external reporting requirements are much 


less important in GE to the internal demands for . 


information. 

In both countries there is a shortage of trained ac- 
countants, which means that persons of questionable 
training and ability sometimes hold accounting jobs. In 
the centralized Czechoslovak system, there is a multitude 
of college-trained planners working in ministries above 
the level of the business enterprise as well as at the level of 
the firm. The planners are not always trained accountants, 
but they perform budgeting and control functions that 


might-be assigred to the controllers department in a 
‘Western capitalistic firm. One Czechoslovak professor of 


accounting claimed that trained accountants often szek 


_jobs as planners because ‘the planner’s job often involves 
- less responsibility and relatively SC pay for the work 


done. 
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Czechoslovak firms have an analyst, not necessarily an 
accountent, whose job it is to analyse variances from the 
budget end make a report to the director and other higher 
level authorities. These functions, performed by planners 
and analysts, are two examples of work that could be done 
by the accountant but are not expected of him and which 
diminis his potential contribution. 

The Yugoslav economy ‘is not burdened with an ex- 
tensive central planning apparatus which attempts to 
regulate every business entity in the country. Planning 
is initiatzd at the firm’ level and thus the accountant has a 
much better opportunity to make himself heard and to 
participate in the planning and control process. The many 
higher level ministries and planning organizatioris which 
exist in Czechoslovakia, which may veto the initiatives of 
managers of firms, are absent in Yugoslavia. Not only do 


. the manager, accountant, and: worker have more room for 


initiative, they also have a more direct, proprietary interest 
in the results of their firm’s operations. 

The government is the owner of the Czechoslovak enter- 
prise. It appears that there is little opportunity. for the 
managers or workers of a particular enterprise to feel a 
sense of proprietorship An the firm: they work for.? The 
owners’ equity accounts are expressed in the form of 
various cunds such as a fund for investments, or for 
employees’ housing. Most of the income of a firm is lost 
through taxation, which takes about 75 per cent of net 
income. 

If a firm builds up its assets and owners’ equity accounts, 
these may be appropriated by a ministry for use in some 
other firm. Inter-company loans and investments are not 


„allowed. The accountant of the individual firm has little 


incentive to be-very concerned with the valuations or 
reported accumulated equity of his enterprise, because his 


-company is so closely connected. with an industry-wide 


ministry and with other superior economic organs of the 
State. Gë 


Workers decide investment policy 


In the Yugoslav firm, the assets’ and owners’ equity 
accounts are de facto ‘the property’ of workers of each 
respective enterprise; the workers ratify or decide what the 
investment policy of their firm will be. They have a 
significan: voice in wage policy and how. to divide profits 
between bonuses, other employee benefit programmes, 
and funds for investment. ‘Taxes are primarily based on 
salaries and bonuses paid to workers and not on the net 
income figure. 

This is to encourage capital accumulation — bad it also 
encourages manipulation of net income reported and 
indirectly of the amount of bonus distributed to workers 


‘from net income. The accountant has a much more 


direct intzrest than his Czechoslovak counterpart in exer- 
cising his skill in making advantageous valuations of assets, 
in manipv lating the net income figure, and in staying within 
the limits of legality. Since there are not as many regulations 


-2 This interpretation of management’s and the workers’ sense of 


proprietorship is different from the way in which a Communist Party 
member, ar accounting professor, views it: ‘They [management and 
workers] mostly feel a sense of proprietorship of the socialist property 


and handie it very carefully, especially where a good accounting and 


good materal incentives are used. Very many workers and officers are 
also proud bf the firm they work in.’ 
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and, as yet, no set of generally accepted accounting prin- 
ciples, the Yugoslav accountant has a much broader area 
for operating with his accounting skills. 


Sunmaty and conclusion 


Tn socialist economies where centralized economic planning 
plays an important role in the national economy, the role 
of the accountant working for individual business enter- 
prises is affected by the degree of centralization of the 
national planning apparatus. In a highly centralized 
economy, the firm-level accountant has little or no oppor- 
tunity to play a managerial role; he does not need the same 
type of educational preparation as an accountant that may 
be called upon to gather information for firm level decisions. 

In the highly centralized setting, the accountant does not 
participate in the decision-making process. If the account- 


ant is used principally for the purpose of following detailed . 


rules and regulation of a central planning body, he may be 


- little more than a book-keeper; the ‘professional account- 
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ants’ in such a setting are more likely to be academicians 
or persons employed by centralized planning bodies. 

Several factors serve .to enhance the position of the 
Yugoslav accountant in comparison. to that of the Czecho- 
slovak accountant. Yugoslavia does not have a centralized 
economic planning and control system; its uniform ac- 
counting system is less authoritarian and less specific. 
The Yugoslav accountant is more likely to be concerned 
with internal managerial accounting because of fewer 
political influences which impinge on the economic sector 
of life, Jess central planning, and a greater degree of 
proprietary interest in the assets of his enterprise. 

Under these conditions, the Yugoslav accountant is 
likely to emerge more quickly as a manager and decision- 
maker rather than as an information-provider only. It is 
possible for the Czechoslovak accountant to increase his 
esteem and scope of activity under the present centralized. 
system but, in view of structural and environmental factors, 
the process promises to be slower. ` 





The Collected Works of Walter Bagehot 


The Political Works - Vols M, VI, VII and vill 


edited by NORMAN ST JOHN STEVAS. 
The Economist, £25 per set; US, $63-75. 
It is nearly nine years since the first two volumes of this elegant 


exercise in preservation appeared. They contained Bagehot’s 
literary essays and were followed by two volumes of historical 


essays. Now Mr St John-Stevas, the editor of this worth-while ' 


project, has doubled his score and broken the back of his task by 
producing four volumes of political writings. 
Robert Lynd once said to a companion in a Fleet Street pub 
that they were the kind of men their fathers used to warn them 
‘against. T'he modern father could not do better than buy his son 
a copy of Bagehot’s works and advise him to model himself on 
the author who, as a man‘and a writer, was all of a piece. 
Although he was closely in ‘touch with the world of affairs both 
as a banker and as an editor, he observed the political and social 
scene around him with admirable detachment. ` ` 
Officially a Liberal, he distrusted that party’s enthusiasm for 
quick reform. He believed in progress but only by degrees and 
after adequate thought had been given to each step. Human 
nature, in his opinion, changed only slowly, and he did not 
want to see the conservative institutions and customs which, in 
his view, represented all that was best in English life destroyed 
by impetuosity. In all his books and articles, he consistently 
advocated the policy of ‘animated moderation’. 
The present four volumes contain his books The English 
Constitution and Physics.and Politics, and about 200 articles — 
most of them written for The Economist in the 20 years to 1877, 


_ when he died. These are classified under subject-matter and 


appear to cover everything that concerned mid-Victorian 
England politically; in many instances, they still concern us today. 

When these articles were written, two of the most potent 
elements in 20th-century politics — petroleum and the Labour 
Party ~ had not yet come to the surface. Nevertheless, Bagehot’s 
comments seem as relevant now within their contexts as they 


. must have done when they first appeared. This is partly gës to 


the excellence of his literary style and partly to the perennial 
and compulsive fascination that politics hold for most thinking 
men. It will be interesting to see how well his articles on econo- 
mics, a subject much more vulnerable ‘to the passing of time, 
have survived. 


The Manager's Guide to Pensions 
by DRYDEN GILLING-SMITH. 
Institute of Personnel Management, £125; members, Bop, 


What a pity it is that pensions have become a political shuttle- 
cock. The fate of the State reserve scheme — not to mention 


-the minimum recognition standards laid down by the Social 


Security Act — is now very much in the balance but as Mr 
Gilling-Smith says, public discussion merely serves to focus 
attention on pensions: to create ‘an awareness among employees 
of the role of pensions...’ 

This in turn puts management on inquiry and Mr Gilling- 
Smith’s little book is a very adequate guide as to what they 


_ are likely to be asked. He could not have been expected, of 


course, to comment on the latest question the ‘politicians 

apparently have under consideration - namely, whether 

statutory provision should be introduced for supervising 
occupational pensions schemes to ensure that eventually 

benefit obligations will’ be met. One would have thought that the 

paragraph on the role of the actuary (pp. 133-136) was relevant 

to this question and worthy of study by all those likely to be 

involved in any negotiations on the subject. 

Mr Gilling-Smith’s Guide describes the various types of 
scheme available: it looks at dependants’ benefits, preservation 
of pensions, actuarial costing, investment and administration — 
a subject which may not be altogether new to pension managers 
who have grown up with the Inland Revenue code. The subject, 
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however, is nicely presented end’ explained. The author also’ 


comments on special schemes for executives and covers the 
‘new deal’ for directors introduced in the Finance Act 1973. 
There is a referznce, too, to overseas employees and-a com- 
‘mentary on mergers and ‘take-overs. After that, and for good 
measure, he tells us where to seek professional advice. 

- This is all good sound stuff, which might advantageously be 
contained in a book with a hard cover. 


Business Mathematics: An Illustrated 
Glossary 


by W. B. WILTON. 


Institute of Cost and Management Accountants, papertack, 
£184 post free. 


The ICMA has an outstanding reputation among the accounting 
bodies for its willingness to move with, or even ahead, of the 


times. This glossery expresses its intention to raise the standard 


of education of their members in mathematics. 


The purpose of the glossary is to provide non- -technical ` 


.explanations of mathematical terms which managers and 
accountants are likely to encounter in business, and there are 
about 1,000 terms. As the authcr points out, the terms are not 
defined in strictly mathematica. style but explained in a way 
which the layman can hope to understand. 

In this, the book is highly successful. Mr Wilton explains in a 
few sentences the essentials of such things as matrix algebra, set 


theory, game theory, statistical inference and, at somewhat - 


greater length, tke theory of distributions. The scope of the 
work is surprisingly wide. He even explains why some terms are 
symbolized by letters from the beginning and others by letters 
from the end of the alphabet and includes references to Mortori’s 
fork and Occam’s 
amusement with instruction. 

Open to criticism is his definition of simulation, which is in 
part circular; and the next edition might usefully include 
Shannon’ s definition of information value. "These, however, are 
minor weaknesses of a book which should become a ‘must’ for 
students and practitioners alike. 


Readings in Management Decisions 
edited by L. R. AMEY. ` 


Longman, £5150. 

This symposium, comprising 12 papers on accounting for 
decision and control has been sponsored by the Associatior: of 
University Teachers of Accounting and is designed as an 
accompaniment to the textbook Management Accounting: A 
Conceptual Approach by Amey and Egginton. 


The essence of these dozen papers, three of which have not . 


appeared in print before, is thet accountants require a clear 
conceptual understanding of the basis of control and decision 
problems before the techniques can be effectively used. Essen- 
tially, the reader requires some familiarity with a systems 


approach, with modern economic reasoning, awareness of, 
behavioural aspects of the problem and, not least, facility in , 


_ using quantitative methods. For some of these papers, a grasp 
of calculus and statistical theory is necessary. 


Het vrije beroep van Accountant 
. by A. J. BINDENGA. 


Samson Uitgeverij B.V. Alphen aan den Rijn/Brussels, 
(Dutch text.) 


‘The independent profession of the accountant’ is a literal . 


translation of the title of Dr Bindenga’s thesis. The phrase 
‘free accountant’ is general used in the Netherlands to 
‘describe the independent practising accountant. - 


ACCOUNTANT 


s razor ‘which lighten the text by combining ‘ 
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The asthor finds it a matter of regret that the annual appraisal 
of a‘com_pany’s accounts tends to be valued: purely in financial ` 
terms. Ee is not satisfied to accept that; simply by setting up a 
professicnal structure, accountants can regard themselves as 
truly independent in a professional and legal sense. Some 
accountents may in fact be dependent upon those whom they 
call their clients. 

Dr Bixdenga also exarnines the influences of specialization and 
a degree of business (in the commercial sense) in professional 


. offices. He summarizes the results of a study carried out among’ 


registered accountants in the Netherlands and certified public 
accountants in the USA, which showed a degree of commercial 


-attitudes in providing professional services but did not show any 


real lack of independence. 
There is a valuable examination of the history E the profession 
(again ccncentrating somewhat on the Netherlands and USA, 


‘with some references to Canada), and from this it is concluded 


that it is in the auditing sphere that public accountants have 
become >olarized as a profession, in an international sense. 
What is needed, however, is not just a set of audit rules, but a 
‘body of pinion’ to kend a philosophy to the practice, which can 
be reconciled with ‘the proper role of the accountant in society. ` 
There .s a great deal of research in this volume — unfortunately 


available only in its Dutch text at present — which can only 


stimulate further thought and discussion among all in the 
accountirg profession who wish to debate its place in the world, 
its attitudes and relationships. One can quarrel with the view 
that ‘the profession’ is confined to practising offices, but one 
can only Jo so by entering the discussion which is the justifica- 
tion for sich a book. If our future is to be chosen and not just 
arrived at by chance, we must all join the debate. 


Look Eehind You! 
by Davie. Morzav. 


‘Associate Business Programmes, London, fr 95. > 


Sub-title. An alphabetical guide to executive survival, and 
illustratec. by Peter Kneebone, this slim volume of short essays — 


- some of which readers may already have read in The Director — 


makes an agreeable and light-hearted commentary on what are, 
for many an executive, difficult and contentious problems in 
their daily rounds at the office. With Christmas approaching, the 
odd copy or two might well be used to fill the appropriate 
person’s stocking. 
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RECENT PUBLICATIONS 


ENerGy IN CRISIS, by Peter Hill and Roger Vielvoye, 221 pp. 

~ 9X54, Robert Yeatman, £4. 

FINANCE BILL 1974, by J., Docwra, F.C.A., and W., B. Deadman, 
F.T.LL, AGB 40 PP. 8x6. Farringdon, £1. 

‘Basic ACCOUNTS, by J. R. Stott, F.c. An 167 pp. 9 x 6. J. M. Dent, 
paperback, {1-15. 

Business MATHEMATICS AND STATISTICS, by ER Letchford, ix+ 
392 pp. 84 X64. Cassell, £2-50. 

THE MaN..GEMENT OF CHANGE, by Douglas c. Basil and Curtis W. 
Cook, x+243 pp. 9 X 6. McGraw-Hill, £450. °° 

Privacy, ty Mervyn Jones, 230 pp. 9 x 6. Band & Charles, £5°25. 

Tue Morey Wort, by Eric Chalmers, stat pp. 9X54. 
Macmilan, £5-95. . 

‘Tue Private SECRETARY; by A. G. McBain, C.A. XI--ILI PP. 
7x4}. Shaw, paperback, £1. 

Success m Economics, by Derek Lobley, xiv+ 363 pp. 84x sh 
John Marray, £2°50, paperback, £1'25. 


. Success tr PRINCIPLES OF ACCOUNTING, by Geoffrey Whitehead, 


- xiv+45& pp. 84x 5%. ANSWER Boox, by Geoffrey Whitehead, 
xix+32: pp. 84x 54. John Murray, each £3, paperback, £2. 
These books may be obtained from, or through, Gee & Co (Publishers) 


Ltd, The Cay Library, 151 Strand, London WC2R 1JJ. Amounts quoted 
are the net zover prices; 25p should be added for packing and postage. 
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Major Changes for United 
Kingdom Property Company 


HE accounts of United Kardon 
Property Co, the subject. òf this 
week’s reprint, mark a financial- waters 


shed in the group’s progress. The com- ` 
pany grew quickly in an economic., 


environment that encouraged growth, 
and the growth was financed by bank 
borrowing. 

As in the case së so many other 
property companies, soaring interest 
rates and falling -property values took 
their toll. But there has been, in United 
Kingdom Property’ s case, the arrival of a 
rescue party in the unlikely. shape of 
the. Anglo-American Corporation of 


South Africa, the. huge mining und in- 


vestment house.. 

At June 30th, 1974, London Con. 
solidated Properties (LCP) held 12-3 per 
cent of the equity and Throgmorton' 
Securities 31 per cent. Throgmorton 
has been taken over by Schlesinger’ 
European Investments (SEI), of which 
LCP is an associate. SEI now has a 
direct and indirect interest of 50-2 per 
cent of the share capital. SEI is a financial 
holding company with interests concen- 
trated in life and general ‘insurance, 
banking and real estate. 

It was formed in 1972 to be the vehicle 
for the channelling of the international 
activities of Schlesinger Insurance & 


Institutional Holdings, a South African ` 


company and a member of the Anglo- 
American Corporation group. There 
have been major changes in, the board- 


room, with Mr M. D Moross, the new’ 


chairman, and Mr Manfred Gorvy, 
managing director. i 


Taking stock 


Mr Moross now takes stock of the 
situation as the result of a detailed study 
of the company’s activities. begun ‘last 
May. The company, he reports, owns a 
good portfolio of well situated properties 
most of which are commercial. Invest- 
ment in the Heywood Industrial. Estate, 
near Manchester, and the Selly Oak 
Industrial Estate, near Birmingham, ac- 
count for some 18 per cent of the total 
portfolio. 

There is a “comparatively small invest- 


ment’ in residential property in London, . 


„productive assets’, 


sid the company has a holding in 
Haslemere Estates which it is intended 
to retain as a long-term investment. The 
company also has a well established 
engineering group in the UK with 
operating subsidiaries .in Sweden and 
Australia and associates in Canada and 
India. 

Since the change of control the de- 
velopment programme has been carefully 
reviewed. Only one small new office 
building project was begun in the past 
year. A residential development at Chis- 
wick Quay, London, has: reached an 
advanced stage but sales are slow. Almost 
the whole of ‘an additional 375,000 sq. 
ft of industrial accommodation in the 


- Midlands has been let but any further 


development i is to be curtailed for the 
time. being. - 


Rights i issue 


‘Certain. properties previously hobght for 


re-development are to. be sold, with 


prospective losses provided for against | 


capital reserves, Last May, at the time 
of the announcement of the review of 
activities, a proposed rights issue was 


_ announced, This now takes the form of 
‘seven new -ordinary shares offered at 


par (25p) for-every eight shares now. in 
issue. 
agreed’ to take up their rights and the 
balance bas been underwritten. 

The boardroom decision, as Mr Moross 


-tecords, was that a rights issue „was 
` necessary as a part of the fundamental, 
` restructuring of the company 'to enable 
` it to withstand the adverse factors which 


have so drastically affected all property 
companies during the past year, and in 


order to establish the company on a 


sounder footing. 
In addition to expanding. the equity 
base and ` ‘disposing of certain non- 


company’s capital base. These assets, Mr 
Moross comments, are of high quality 
and in view of present market conditions 


. the board’s determination to obtain fair . 


value means that quick results. from the 
decision to sell cannot be anticipated. 


The major shareholders have. 


it has been decided `- 
by the board to ‘sell those assets which it ` 
“considered to be too ambitious’ for the 


The chairman admits that the process 
of minimizing and eventually eliminating 


„losses ‘will probably take a little longer 


than we all wish’. But provided the 
company is established on a financially 
sound basis the only adverse outcome 


-óf the board’s policy will be a temporary 


reduction in ‘dividends. 


Inevitable consequence’ S 


Original shareholders in the’ company 
may consider that to be a relatively small ’ 
price to pay provided the new policy of 
retrenchment eventually succeeds, and 


they may consider themselves fortunate 


that control of the company lies with an ` 
erganization of such substantial financial 
strength. Many property companies may 
envy United Kingdom Property its new 


parents. 


Mr Moross speaks no’ more than the 
truth when he says that ‘the unfortunate 
but inevitable consequence of the mone- 


: tary policies adopted in the late 1960s and 
early 1970s'seems to have been entirely 


unforeseen by those responsible ‘for 
those policies’. Excess growth in the . 
money supply led to a dangerously, easy 
evailability of funds, which led to irres- 
ponsible actions by speculative property 
companies and to an unrealistic increase 
in the price, of almost every kind of 
property. 

‘Unfortunately’ , Mr Moross rightly 
comments, ‘just as there was no justifica- 
tion for the previous excessively easy 
money policy, so there was no justification 
for.the brutal manner in which the 
necessary process of correction was made’. 
The drastic reversal of policy meant that 


-experienced property developers and 


established and responsible property 


Companies have also been severely and 


unnecessarily damaged. 


Edgar Allen Interim 
F there were an Award for the best 
presented and most informative interim 
report to shareholders,-Edgar Allen & 
Co, engineers and steelmakers, -would 


win it hands down. Edgar Allen, on 


November 26th, sent to shareholders a 
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full printed report on the six months 
to October sth, 1974. 
Shareholcers receive a miniature form 


of the annual report and’ accounts, ` 


although the interim accounts are, natur- 
ally, unaudited. What is contained in the 
12 pages of report inside a blue and white 
stiff cover is best indicated by the 
‘Contents’ page which lists directors, 
bankers and advisers, financial calendar, 
group profi: ard loss account, group 
balance sheet, notes to the accounts, 
group cash flow,. interim report of the 
directors (three pages) and principal 
companies znd products. 

The profit and loss account carries 
corresponding six months and full year 
comparative figures, and the balance sheet 
carries the previous financial year-end 


comparison, with, increases or decreases ` 


shown to save readers the arithmetic. 

The directors’ report analyses turnover 
and profit by activity in terms of engineer- 
ing, steel, foundry and forging and over- 
seas. It also reports and analyses capital 
expenditure by activity and comments on 
the cash flow which, incidentally, led to a 
deterioration in ‘the group liquidity 
position to the extent of £817,c0o in the’ 
six months. 

The repor: also states and analyses the 
order book in engineering and steel, 
foundry and forging terms, and analyses 
exports in the same way. All analyses 
carry six months’ and twelve months’. 
comparisons. 

All round, this interim report is re- 
markably gocd and far ahead of anything 
else that this cclumn has seen for in- 
formation, style and clarity. 


‘`. Directors’ Personal Profits ` 


ERSONAL profits by directors 
through undisclosed interests on 
contracts are the subject: of qualification 


by the auditors of the United Industrial ` 


Company. The qualification draws at- 


tention to a rote žo the accounts explain-. 


ing that ‘directors who have since 
resigned had had for several years material 
interests in significant contracts for the 
supply of goods to a subsidiary company’, 
that company being Harris Bres (Fancy 
Goods). 

It is added that neither. the cisclosure 
requirements of the Companies Act nor 
of the company’s own articles had been 
complied with. On professional advice 
the present board recommends to share- 
holders an azreement under which the 


directors concerned have undertaken To: 


repay a negotiated sum of £70,000, 
representing the estimated profit made 
_by them on the undisclosed contracts. 
Half of this sum has, in fact, already 
been paid with the balance due to be 


paid, with interest at 8 per zent per- 


annum, before the end of this year. 
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The £60,000 is to be alloceted for the 


financial years up to June soth, 1974,.. 


and for the 1973-74 financial year the 
allocation of £20,584 will be added to 
the pre-tax profit of £110,£35 already 
announced. The 1972-73 stated profit was 


> £164,532. 


Control of the company changed hands 
earlier this year and none of tLe directors 
in office at that time are still or the board. 


Land and General 


Investigation 


AND AND GENERAL CEVELOP- 
MENTS, a company of censiderable 
controversy in recent years, 3 now the 


subject of Department of Trade investi- . 
‘gation. Mr N. C. Nourse, oc, and Mr 


P. W. G. Du Buisson, F.c.a., have been 
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appointed inspectors following a request 
for an investigation from Mr J. Rowland- 
Jones on behalf of another 850 share- 
holders in the‘ company. 

A key matter in the investigation is 
the position of a private company, Napet 
Securities, owned by Miss Penny Brahms. 
Napet holds’ 75 per cent of the voting 
capital of Land and General. The voting 
capital is £27,093 in 5p ordinary shares 
“as against {221,900 of ‘A’ non-voting. 
‘Appointment of inspectors by the DTI 
„came a week before the expiry of time 
by which Miss Brahms had to comply 
with a Takeover . Panel command to 
nominate three independent directors to 
the Land and General board. 

Land and General has had a chequered 
career and the last dividend paid was 
17% per cent t for the sacl) financial 
year. 


‘ 


Financing Town and Commercial Properties 


N. his. statement to sharekolders in 
Town and Commercial Properties, Mr 
Kenneth Jones, F.C.A., A.C.1.S > provides 
tables (below) showing how the group’s 
financing needs are ‘spread prudently 


over the years’ and how th2 bulk of, 


borrowings ‘is at rates that are modest:i in 
relation to current levels’. 
Property company sharehcHers need 


all the assurance they can get, at present, 
- and this kind of information must. help. 


put any financing ° doubts to rest. The 
company’s history has been somewhat 
turbulent but the group now seens settled. 

Mr Jones hands over the EEN 





* Includes £20-8 million of 63% Convertble Unsecured Loan Stock redeemable 1983. 


to the present managing director, Mr 
A. J. Hines. M.C., T.D., F.S.V.A., who will 
be succeeded in that office by Mr J. J. 
Walker. Mr Jones comments that he and 
Mr Hines are fortified by assurances 
‘that the ultimate control of a key 
shareholding, the subject of, so much 
‘movement and the source of so much 
uncertainty which has absorbed so much’ 
of the time and energies of your board, 
will not change yet again in the ‘foresee-’ 
able future’. 
‘ Associated Development Holdings and 
‘its subsidiaries hold 3,518,500 of the 
- sied 10,058,780 shares. 


Net Borrowings Amount % of Total A 
Date Repäyable £ million ` 
After 1999 17-5 16:2. 
1990-1999 10-0 93 
1980-1989 45-3* 420 , 
1979 43 é 4-0 
1978 55 BI" 
1977 16-7 ` 15:5 
i (of which approximately £8 million has been 
8 refinanced and a completed development will 
' . be available to re-finance the balance) 
1976 NEE t DEE a 
1975 0-6 0-5 
‘Net current indebtedness 8-0 74 
107-9 100:0% 


interest Rates on Loan Stock and Lcng Term and Medium Term Borrowings 
These together represent 92-6% of Net Berrowings and are so arranged to reflect varying interest rates on certain 


loans :-—~ 


Interest Rate - Amount ` 
2 % ` £ million % of Total 
Up to 5 01 0-1 
53-7 33-7* 33-8 
7 -8$ 8-1 8:1 
74-9 23-6 23-6 
84-9% 10-4 10-4 
95-11 , 12-6 12-6 
115-13 S 15 15 
Geared to Bank Base Rates or in certain 
instances Euro Dollar Rate 9-9 9-9 
£99-9 100-0% 





* Includes £20-8 million of 63% Convertible Unsecured Loan Stock. ` 
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S the Sick maket continues to 


signal the end-of an era, if not of a, 


system, there are indications that it 


is correct to do so.- The strongest - 
indicator je, of course, the British -. 
. Leyland situation. There is no real 


doubt about the: continued. existence 
of British Leyland Motor Corporation, 
which will continue to manufacture 
commercial vehicles and cars ` 
But .there must be some_ very 


considerable doubt as to the continued . 


existence of the -corporation in the 


guise- of a public company with a ` 
quotation for a viable equity. If, as it is. 


suggested in the City, British Leyland 


‘needs up to £200 million of new . 


money and the new money is to be 


‘Government finance, then it is logical ` 


for the Government to have a major 
i equity stake if not (he complete 
equity stake. 

There is insistence in the Govern- 
ment that a strong-private sector in 
industry is essential to the national 
well-being and:that the private sector 


is to be encouraged. But the heights of 
industry are to be commanded by ` 
Government, -and British Leyland is, 


undoubtedly one of the heights. 
Another is shipbuilding and another 


is the machine tool ‘industry . through ` 


- Alfred Herbert. 
, special steels 


is the 
_ through 


Yet another - 
industry . 


‘Johnson Firth Brown, which seems - 


likely to end up in the British Steel 
Corporation despite protests from 
within the ranks of: the company’s 
employees, 


‘Conversely, it can be argued that 
even commanded heights leave plenty’ 


- of scope for private sector industry 
and therefore for stock market sur- 
vival. But jt is increasingly being 
accepted that the stock market bids 


to become a secondary ` market in’ 


securities rather than a EE market 
for the raising of capital. 


HOLED'UP , 
Investors who left the stock- market 


at the top of the boom in favour of 


more. exotic investments have. found 
that they have exchanged one bear 
‘market for any number of others. 
“Wine; -bloddstock .and -even "art are 
bear markets now, and it seems that 


Whitehall 
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gold has a chance of joining them. 


‘The-United States Treasury decision ` 


to sell two million ounces of gold by 


auction on January 6th has certainly 


taken the top off the gold boom, and 
ifthe American authorities are intent on 
supplying the gold that they are to 
allow American- citizens to buy, the 
bubble of American demand as a gold 
price influence is ‘burst. .Add the 
prospect that recession will eventually 
beat inflation and gold has bear market 
possibilities as well.) "' 

What price then the’ current flow 
of investment “money into Kruger- 
rands, medals and ‘limited editions’ 
of this that and the other? ` 


BALAN CING ACT 


There was considerable relief in 
at Chancellor’ Schmidt's 
announcement: of the West German 
Government's intention to allow a 


economy. Particularly in the Treasury 
the- prospect that both the . United 
States and West’ Germany. might opt 


Rates and Prices’ 


, 19 

for quick, sharp recession was being 

viewed with considerable concern. 
The possibility that the United 


` States may yet accept recession as the 


lesser of two economic evils is still 
disturbing in UK economic balancing- 
act terms. Even with the assumption 
that the, United States will attempt 
some: anti-recession measures, the 
timing of a move by the UK ‘out of 
present difficulties is still a matter of 
long-term conjecture. Whereas the 


' latter end of 1975 was being talked 


of not so long ago as the time when 
it might be possible to detect true 
progress, the talk ‘now is of 1977 and 
not even of 1976. 


One of the uncertainties concerns 


. the level of ‘commodity: prices, and 


‘ degree of reflation into the German: 


‘thereby food prices. Another poor 


world harvest, the third-in a row, has 
unsettled hopes, and even forecasts, 
that in 1975 commodity prices might 
move in favour of the UK economy. 
Now. they may move against, and the 
North. Sea still seems a long .way 
offshore in economic terms. 


Closing prices, Tuesday, ‘December 1 Oth, 1974 °. 


Bank of England Minimum Lending: Rate 


Oct. 19,1973 ..114% | April 5, 1974 ..124% 
Nov. 13, 1973 ..13 % April 11,1974 ..12 % 
Jan. 4, 1974 `..123% May 24,1974 ..113% 
Feb. 1, 1974 ' Sept. 20, 1974 ..114% 


wed 24% 


Finance House Base Raté 
December ist, 1974. 12% 


1974 


"o 


et Money Rates: ` 
Bank Bills ' 


Day to day .. 7 —11 % e 

7 days .. 10 -104% 2 months.124-—123% 

Fine Trade Bills 3 months 123-127% 
1 month .. 123-144% 4 months 124-124% 
2 months ..°124-143% 6 months 139-132%- 
3 months .. 134-144% `.. ` 


Three Months’ Rates 


Local authority deposits 123. ~12%% 
: Pua eae eT Local authority bonds 1234 ~12 % 
FT Industrial Ordinary Index “Sterling deposit certificates 1243-1285% 
December 10th, 1974, 157-1 Euro-sterling deposits 144 ~143% 
Sg A Euro-dollar deposits 9% -108% 
K Treasury Bills | ‘Foreign Exchanges 
Oct.4 .. £10-9795% ` Nov.8 .. £10-9840% New York .. 2:3240. Frankfurt.. 5:7475 
“Oct. 11 .. £10-9495%, Nov.15 ..,£10:9865% Montreal 2-2915 Milan , .. 1540:50- 
Do, 18. £10-8850% Nov.22 .. £10-9866% Amsterdam 5:9500 Oslo 12-4200 
Oct. 25 .. £10-8907% Nov.29 ..-£10-9844% Brussels .. 86-2500 Paris 10-5325 
Nov. 1 .. £10-9770% Dec.6 .. £10-9890% Copenhagen 13-4676 Zürich , 61300 
Gilt-edged aa , 
Consois 4% ` 244 Treasury 9% 1994 | . 553. 
Consols 24% 144 . Treasury-83% 84-86 .. a ow, 625 
Conversion 34% 218 Treasury 84% 87-90 .. re: .. 543 
Funding 34% 99-04 223 Treasury 64% 1976 ie z. . 92% 
Funding 54% 78-80 723 Treasury 34% 77-80 693 
Funding 54% 82-84 .. 594 . Treasury 34% 79-81 673, 
Funding 53% 87-91... 428 , Treasury 5% 86-89 ak irs 41 
Funding 8% 1993: .. Gee 1 os 413. Treasury 54% 08-12 .. ~~ 233. . 
Funding 64% 85-87 :. oe soe 522 Treasury 24% .. 143. 
Savings 3% 65-75 _ ete a 94% Victory A9 ` - 97 
Treasury 94% 1999. . n 558 War Loan 34% .. 208 
Retail:Price Index (Jan 1962=100) ; 
Jan, Feb. Mar. ‘April May June July Aug. Sept Oct, Nov. Dec. 
1971 ` 147-0 147-8 149-0 152-2 153-2 154-3 155-2, 155- 3 1555 156-4 1573 158-1 
1972 159-0. 159-8 160-3. 161-3 162-6 163-7 164-2 165-5 166-4 168-7 -1693 170-2 
1973 . 171:3 1224 74173-4 176-7 178-0. 178:97.179-7 1802 181-8 185-4. 186:9; 188-2 
, 191-8 195-1 ‘196-8 2038 SE 208-5 - 210:4: 210:6 -212:9 21741. "od 
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HE Consultative Committee of Accountancy Bodies: urged 

on the Government in e memorandum to the Prime-Minister _ 
‘on October 3oth,' 1974 [The Accountant, November 7th, page 
614] the need to take immediate. steps to improve the cash 
flow prospects of British industry. The Price, Code was one of 
the principal subjects of comment by the accountancy bodies. 


2. Im their memorandum, taey reiterated the concern that - 
they had expressed, on previously reviewing the Price Code, 
about its continuance on the besis of machinery which was not 


created with the longer term in view. They emphasized the `. 


fundamental question ‘whether the Price Code ought to be 
wholly restructured. to allow industry to achieve the profit that | 
` it now needs’. 


3.In -résponse to the consultative Se piblished on: 
November atb, 1974, we have reviewed the Pricé Code in, ‘the 
amended form proposed in -that document and make’ the 
following comments on it,--with’ particular reference ‘to the 
representations that we have cited from the atcountancy bodies’ 
memoran vin: to the Prime Mirister. , 


as 


THE PRINCIPLES. OF THE- CODE ke E 


4. The Government’s intentions as shown in the consultative 
veume are that the operaton of the Price Code should . 
control prices and profits in support of the social contract: The 
Government has, also made it clear that its policy in‘operating ` 
the Price. Code is to sustain investment and employment. 


5. We note the Government’s stated dims in relation to the. 
Price Code and express na view on its political or social, im-. 
plications, Our comments in th:s memorandum. on-the current ; 
review of the code are directed to the means by -which the 
Government seeks to achieve its objet through the code. 


WA) 
t 


Profit and investment - 


6. The expectation of profit sta realistic rate of return on in- 
_vestment is a prerequisite for investment -without which the’ 
sustainment of employment would be jeopardized: The Govern- 
ment has, recognized, in ‘the proposed investment relief under 


the code, the need for profit to support investment but in our ` 


` view the effect of the proposed provisions ‘is likely to: fall 
substantially short of their purpose: , 


7. The reasons for our views are See briefly i in the 
paragraphs that follow. . : 


investment relief (paragraphs 69A and mp 
of the code) - 


8. We consider that the proposél for investment relief. represents - 
a constructive approach to the -mprovement of the code. We” 
are concerned, however, that’ its short-term character may 
‘frustrate the essential expectatior: of profit on which investment 
' is based. Enterprises must. be confident that capital expenditure’ - 
` dn investment will-earn a realistic return. If the profit margins 
of individual enterprises do not at present represent a realistic ` 
return on investment completed within the relatively recent 
- past_it is, in our view, EE whether the - Mee 


‘ 
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Review of the Price Code ` ne 


A memorandum ‘submitted tothe. Department of Prices and Consumer Protection | 
on November 27th, 1974, by a working party representing tha. six constituent - 
members of.the Consultative Committee of Accountangy Bodies. i 
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relief pz -oposed. in the. price code for fresh~investment will . 


_ restore cn expectation. of- profitability | to a degree sufficient. to. 


„achieve he purpose of the relief, - 


9. Wesuggest that; in addition to safeguarding profit margins 
against erosion by. the operation of the code and ‘permitting a ` 
realistic return on recent investment to which paragraph 70 | 
of the.cdde does not apply, the Government should commit 
itself, as far ab it cari, to the continuance of the proposed: in- 
vestmen= relief for the duration of price and pont control. ` 


H 


-The ‘productivity’, deduction (paragraph ES 
of the zodei . - 


"ro. The ‘productivity’ dedudtion cannot be. Ge in our. 
yiew, to provide an incentive to efficiency. through industrial . 
investment since the ‘effect: of directing to: consumiers "he. 
benefits of increased productivity is to inhibit the expectation . 
_ of profit on which investment for greater efficiency i is dependent . 
and thus inhibit the investment itself. . ; 


11. In our view, the deduction‘ also’ creates anotnalies $ in its 
application to different enterprises. Those industries or enter-- 
prises wnich-have relatively limited scope for making more 
efficient ase of labour, compared with others that have a similar ` 
degree of labour intensity, may by the deduction. sustain ‘a 
greater erosion of profit margins. Where enterprises are not able, 

' even wita the utmost co-operation between managernent and 
labour, fully to offset rises in wage rates by higher productivity 
the deduction operates.as a levy on profits, tending to B, 
arbitrary in its incidence and discouraging: productive i investment. 


12. We urge. the Government theréfore to reconsider the _ 
question >f the. productivity deduction as ‘hindering, i in principle, 
` the investment needed to increase e and, Safeguard ` 
employnent. ` ' : . 

13. We may add that nee appears to be a , divergence between 
‘the Government’s intention, as indicated by the White Paper . 
in paragraph 12 of Part 1, that the maximum rate of the produc- 
_ tivity deduction should apply to the most. capital ‘intensive | 
“activities, and the proposed provisions: in paragraph 32, of the. 
code, the effect of which is that Oe déduction will’ bear most’ 
heavily oa the’more labour intensive’ activities in terms’ of total. 

costs. We would’ welcome ‘clarification of the Government’s’ 
purpose D differentiating ‘between capital intensive and labour 
„intensive enterprises in relation to allowable labour costs. 





t 
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DURATION ỌF THE CODE 


-14. The Eriée Code is now operating in Stage 4 of- the: counter- 
“inflation programme .that began in 1972 gd the code itself was 
brought iato operation on April rst, 1973. The continuance of ° 
` the code, for what has now ceased to be a short period, adds to, 
_ the concern that wè have expressed op earlier occasions about’ 
‘the prolorged operation of measures which were created on-the ` 
basis that their use might be only-temporary. We comment” 
below on zhe more important aspécts of the code which, in our 
view, need consideration if it is to continue for any appreciable 
period. - j , SE ech . 


— 
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‘Use of.the code as a levy Pars 


"re, The Price Code operates as a restriction of, profits by. re- © 
stricting prices. It has some characteristics of a tax on profits 
but is dissimilar mainly because it redirects profit.to purchasers , 

~and does not ‘collect revenue for public purposes. If, by its 

` duration, the Price Code becomes a longer term levy additional 

„to taxation, its structure and operation Kee in our view, be. 
_reconsidered accordingly. 


16. Since, in the absence of 2 a. statutory restriction on wages . 
and (in general) other costs: the Price. Code is in effect a profit 
` margin control and not simply a price control; we suggest that 
it could and should be simplified substantially to reflect: its 
. ‘change of character on SET to be > pare of a wider price and 

: pay, code. ; . A 


Anomalies. i , 
1%. The application: of: Price Code to nearly’ ihe whole- iee 


of .business activities results inevitably in anomalies. In earlier’ . 


. submissions and in other paragraphs of this memorandum we 


“` refer to specific anomalies in the.code. As the code continues in - 


- operation, it becomes increasingly important that, wherever 

` possible, anomalies are corrected speedily to minimize inequity. 
` We’ would welcome for this purpose discussions with the 
` Department similar. to the periodic discussions‘ which the 
Cénsultative Committee of Accountancy Bodies have regularly _ 
` with the Board of Inland Revenue a a comparable purpose: 
Appeal Agh “Ey i 

18. We repeat our view that an independent. appeal body: should 
"be established. We accept | that speed, is essential in.reaching the 
final determination of issues. between the Price Commission and 
others, and that recourse to the Courts is not generally practic- 
` able, but that does not. preclude an appeal procedure and we" 
consider that the need for a review þody is increasing as the code 
continues in force and its EE remain nee ‘reaching, ` 


I H 


OTHER COMMENTS Ze Ze Se 

-Improvements ` EE VE SC SC EE 
ro We welcome the changes ‘hie have heen wade to parts of 

-: thé. code on the, lines supporten in earlier Ree -by the 
. accountancy: bodies. ; , 


Modified base period {paragraph 65 of the onde) 


` 20, Since the reference level of: an enterprise that has profits 
in fewer than five years of account up to April 30th, 1973, may 
be lower by relating it to the net profit:margin‘in a year or years 
of account up to October’ 318t,, 1973 (the proposed daté) instead 
of April 30th, 1973, we suggest. that either SE should apply 
. - at the option of the enterprise. `~ S 


Calculation of profit and depreciation (paragraph 
28 of the code) > 


‘ar. We consider that the Price Code should” recognizé, as the 
. Government, has recognized i in thé recent Budget, the effects- 
. of inflation in considering ‘the profitability of enterprises as: 
shown in accounts prepared on historical cost accounting prin- 


ciples, In our view the. code should be amended, pending the — 


- report by, the committee sitting under the chairmanship. of 

Mr Sandilands, to. permit the calculation of depreciation on Che 

_ basis of current purchasing power for the Purpose” of panne 
_ at the allowable cost increases. ; 


i ‘Allowable ¢ cost increases ee 28 of. ‘the code) 
22. We suggest that,’ to minimize’ anomalies .arising from 


differences ‘in the dates on which enterprises, have made pe: 


“ACCOUNTANT. 


oa ae -e 799 
mitted ` price i increases, , the ‘gaditional cost increases to be 
-“allowéd in arriving at permitted: price increasés should apply 
not by reference to November Ist, 1974, but by reference to the 
date of the: latest permitted price i increase before November et, 


"mm + ¢ 


„interest charges {paragraph 31 of the code) | 

E We suggest that where the capital structure of an enterprise 
changes with a material effect on interest charges, as for ex: 
ample on the conversion of convertible loan stock, the còde 
should provide that the Price Comimission will make a fair anc 
-reasonable adjustment of the reference level. b 
et e 

‘Rate of return i in relief for ow profits (paragraphs 
68 and 66B of the code) 


24. In our memorandum of EE see, 1973, We suggestec 
‘that the relief for low profits should be calculated by referenci 
to a return on capital at a minimum rate of 124 per cent. Sinci 
- then borrowing rates of interest have been generally. at a highe: 
level and we-now consider that the rate of return should be no 
Jess than 15 per cent of capital calculated on current. Pe 
‘power ‘accounting principles. 


` 25. That rate of return on capital i is required, in our view, ‘fo: 
‘the purpose of-the safeguard under paragraph’ 68 of the cod 


_ and of the incentive (under paragraph 66B of the code as ex- 


plained in the commentary on that paragraph in the consultative 
document) ‘to turn round loss-making and low profit-making 
companies’. In addition, the use of thé current purchasing powe: 
basis of calculating capital for the purpose of the’ safeguarc 
Would: avoid: the anomalous position that the revaluation o 
assets is to be accepted for that purpose-only, if the values arc 
shown i ‘in accounts ES to September 30th, 1972. 


boa 


_ Changes i in the membership of groups 
' (paragraphs 66A and 66B of the code) 


_ 26, Since paragraph 66A of the code’ explicitly provides , tha! 


` money- borrowed’ and interest paid in connection ‘with, ar 
acquisition’ must be. disregarded in calculating net, profi 
margins and reference levels in relation to groups of.companies 
we consider’ that the code should correspondingly state thai 
-, money advanced: and ‘interest received in connection with < 
Seng must be similarly EE 1 


Spanair on investment (paragraph 69A 

„of the code) - 

27. We suggest that relief for investment should also bé giver 
for any revenue expendituré necessarily associated with capita 
SE) to which the teliet applies. ; 


Distribution (paragraphs 74 and 74B of the code) 


` 28. We consider that the control of distributors’ gross percentage 


‘margins.should operate (for the reason indicated in paragraph 
16 of this memorandum) only to limit their net profit margins 
by reference to the'same criteria that limit the net profit margins 
of other enterprises under the code, and that it should not alsc 
“operate independently to limit gross percentage „margins. ` 

‘29. A number of factors, such as inflation and changes in 
market. conditions, ‘have ‘considerably reduced the economic 
significance of ‘the current limitations of, gross percentage 
margins. In out view the limitations applied by paragraphs 74 
-and'74B of the code should be discontinued to correct a material 
Kees in the code. ` . 

- 30. Another anomaly, which we suggest should be’ corrected, 


r, + WÉI S z R - - 
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` is that paragraph. op unlike ee 34, allows the safe- 
guard to operata only if itis demonstrated, that profit erosion- 


has been caused solely by the cade. 


Drafting `. = 


31. We suggest that the code should explicitly ‘provide that, if i 
„the safeguard provisions cf: ‘paragraph 34 apply, the price and. 


allowable cost increase provisions of EES? 18 and 28 do 
not apply: 

32. The commentary cn the changes to the safeguard in 
paragraph 34 indicates thet the safeguard is intended to apply 
` to Products and services but the paragraph refers only 2 


f 
SÉ? 


ACCOUNTANT | 


December CR 1974 


sees and we suggest that its application to services should 


- be made cleat in’the code. 5 S 


33. Expenditure on investment should, we. ee be defined 
in parazraph 69A (i) to include estimated capital expenditure on 


‘the purchase as well as the construction of industrial buildings. | 


CONC_USION. 


34. We would be willing romake detailed suggestions, in relation ' 
to the submissions made ‘in this memorandum, if that were 
desired and would be glad to arrange for representatives of the 
accountancy bodies to discuss the paper with: representatives of ` 
the Department if E 


v Kn 











Stock Profits and Inflation Accounting | 


Sir, — Many professional ‘accountants will share Mr C. W. 

Pryke’ s sense of mystification (November 14th issue) as to the 

. validity of the novel concept, now apparently incorporated into 
financial folklore, of ‘stock. . Profits’ or, perhaps more, euphe- 
mistically, ‘stock appreciation’. 

Under inflationary conditions, so runs the argument, ‘the costs 
actually incurred during a given accounting period, and speci- 
fically related tc the sales accomplished within that period, 
ought to be increased by an amount estimated to represent the 
extra costs likely to be incurred.. during the next accounting 
period in replacing stocks held at its commencement notwith- 
standing their valuation for ‘closing stock’ accounting purposes 

` at the lower of ccst or market value. The chosen mechanism for 
this remarkable contortion Ze Che reduction of the closing stock 
figure by the required amount. 

The idea that such an extra sum, however computed, con- 
„stitutes ‘stock appreciation” ’ or represents: a ‘stock profit’ is 
such palpable nongense that one wonders why the leading 


accountancy bodies have not made an official and emphatic . 


pronouncement to this effect. 

Instead the profession appears to have immersed itself in the 
‘pursuit of problems associated with what has become termed 
‘Inflation Accounting’ and.we have already been entertained by 
much valuable and thoughtful: erudition which, Se 
valuable in the- field of internal management accounting, i 
quite irrelevant to the audited Presentation of a ‘true and fair 
view’ of the state of a company’s affairs at a given datè or of ifs 
actual profitability during the period ended on that date. 


There can be no doubt that inflation presents management 


with problems affecting both profitability and liquidity. As, a 


consequence much time and expertise on the part of economists, | 


investment analysts, management and accountants will certainly 
be spent in pondering on tke implications to be dérived from a 
given set of recorded facts inthe light of the probable ‘extent of 
future cost movements and in making such ‘adjustments to the 
facts as may appear necessary for the pos of. forward 
projection. | 

Surely, however, the respons! bility of-an ‘auditor should be 
confined specifically and EES to ‘the authentication of 


recordec facts and should ‘not be ended’ to provide a ‘platiket 
coverage of reputable respectability ‘for alternative ‘versions of - 
the posizion arising from the effecting of adjustments to allow. 


3. for anticipated trends’ = however much these may have become 


evident uring’ the’ period from the end of the financial year to . 
the date of certification. These are matters of opinion upon 
which v ews may widely differ. ` 

Such adjustments,’ together with the resultant. alternative 
projected picture, should be made by those who are prepared to 
accept personal and specific responsibility for them’ without’ 
the unpled stamp of approval by the’auditors arising from the 
incorporation of estimated figures. alongside those constituting 


.the factual accounts. 


With the growth of worker participation in industry, en- 


visaged -n varying degrees, by’ all political parties, the; accounts ` 


of companies are likely to become increasingly used: by man-. 
agement workers and the consumer, or by bodies’ representing 
them, in the course of quite proper argument as to wage, invest-. 


ment ar pricing policies. Considerable controversy.on such 
` matters a bound.to arise from time to time. 


Nevercheless, the facts in themselves should be above all 


‘controve-sy and so also, in the protection of the true and vital 


interests of their own. profession, should be the recognized role’ 
of auditors in relation to all accounts bearing ae zepon or 
imprint. 

Nor should due consideration of this important question be 


. prejudiced in’ any way by the Chancellor of the- Exchequer’s 


recent erroneous acceptance, for taxation purposes, of the fiction 


. inherent in the term ‘stock appreciation’., Many mar feel that | 


the recert £800 million corporation.tax remission could have - 

been accomplished more straightforwardly and Rely i “a. 

reductior. i in its standard rate. : ; 
~ . Yours faithfully; 


Londer- ECT. DONALD W, T. BRUCE, FCA, 


' TAs. anncunced on another: page, the writer of this’ letter has. 


received a life peerage in the Dissolution Honours. — Fon 


The Money Supply - - a ` 


' Smm, ~ I sind the first few paragraphs of Mr D. A. Trigwel’s 


letter i in your issue of November 28th extremely puzzling. I 
agree wita everything in his article on “T'he Money Supply’ in 
your. issze of October 24th,.and cannot find anything in my 
letter in your issue of November aist at all inconsistent with-his - 
article. 

The cnly reason I did’ not ‘voice approval i in my ieee: was 
that the mathematical exercise Iwas describing could be ac- . 


` cepted br both the supporters:and opponents of Mr. Trigwell. 


Mr T? gwell was absolutely right to criticize the economist’s - 
theory: of advances: creating deposits.” Nevertheless, opponents 


of Mr. Trigwell. are perfectly entitled to ak how it comes 
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about that the total deposits of the PARTE banks far excced 
the notes in circulation. 

The operation of the ‘multiplier’ as described in my P 
in your issue of November 21st provides the answer. This 
answer has the advantagé of being consistent with the principles 
of double- pany book- ad a 


Peis faithfully, 


` London Wr. P. L. GRIFFITHS. 


‘SIR, ~ T would not presume to enter a technical. discussion on 
such an expert subject as this, were it not for the fact that rs am 
very curious-as to how it all works, 

However — said he, daring to presume — I think there must 
_ bea fallacy in Mr Albrow’s point (November 14th) if only in the 
assumption that A is going to leave his £100 with the bank more 
or less indefinitely. Indeed, the whole argument must fall if A 
goes to the bank on the. following day to draw it ‘out again, 
because the bank will theri be in the EISE? position of being 
unable to pay. : 

Mr Albrow’s theory reminds me of the man who.gave {1 
to a publican for safe keeping, and just in case he spent all his 
money. The publican used it to pay a debt, the‘creditor lost it 


gambling and the winner used it to buy a round of drinks. At . 


this point the first man asked for his money back and the 
publican gave it to him. It would seem that everybody is happy, 
so, says the wiseacre, where is the fallacy? 

But seriously, is it not so thať the bank assesses its lending 
capacity on its average balances-rather than on the amounts of 
cash deposited? It may well be that many of the credit balances 
will never see the light of day in terms of cash, but that surely 
is the virtue of the banking system. It may well be that the 


credit system is inflationary but, at least in theory, a person ` 


cannot borrow if ‘another person does not have Oe available 
cash or credit to lend. The fact that the banks provide a con- 
venient meeting’ point for the two interested parties is nò more 
than that, and the fact that the banks seem to make a good 
thing oùt ‘of it.is little more than incidental. 

However it is at this point that my understanding falls down: 
we read about the government ‘printing money’ by the creation 
of debt. Just precisely what does that mean? If they go into the 
money market and borrow it; then is that not- fair enough? 


It implies that someone has got it to lend. Or is it simply . 


that they are SSES short- term for long- -term purposes, 
or vice-versa? 

The government may borrow to finance. ; a Budget deficit 
which, in essence, is the difference between its income from’ 
taxation and its expenditure on.the public services. But some 
of the expenditure may have been on battleships of motorways, 
which are long-term assets; so is- it not reasonable to borrow 
the finance and spread the repayments over several years from 


current taxation rather than’ load the taxpayer with the total’ 


` expense in any, one year? However, although we hear. such 

phrases as ‘cost-effective’, those assets do not earn anything in 

the.sense of a production machine-in a factory earning its keep; 

` furthermore, they ultimately wear out and may have to be 
replaced. 

The point arises of whether. the debt has been repaid by this 


time, or whether the government floats a new loan to re-finance | 


the old one and at the same time yet another loan to pay for the 


replacement ~ and, of course, the interest charges which are 


met from taxation are continuing. If this. thought has any 
substance, then (a) the assets on the national balance sheet are 
considerably overvalued and (6) there is a lot of dead money 
‘about in terms of interest payments which has not been earned 
by anyone anywhere. 


__ "Two or three times during the last few years, the government ` 
has relieved the nationalized industries of their debts and the 
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interest payments attached thereto. Is is not time that the 


. government reviewed its’ own balance sheet and wrote off some 


of its debts and cancelled the interest payments? At a stroke 
this would reduce the money supply, but it would probably 
create unemployment, and dare any government do it? 

But, as I have said, I don’t understand it. Perhaps I am com- 
pletely wrong. Objectively Í am very fascinated and curious at 


- how it all works; subjectively, I am very frightened that we 


are all in an ever-increasing snowball — :but this snowball is 
more like a balloon; it’s full of nothing but air, and when it 
bursts there will be the most almighty bang! 

Is it-indeed the ultimate fallacy of ihe capitalist system? 


. From one who has always subscribed to that system, that is 


quite a thought. ` 
Yours faithfully, 


Windsor, Berks. E CW TAGG. 
Str, — Mr Trigwell’s arguments in his letter of December 5th 
tend to’confuse rather than clarify the problem of banks, cash 
ratios and the-amount of money in circulation. 

Without attempting at this point to jump into the Së 
argument, I should like to take him up on one point. When 
referring to the imposition of ‘arbitrary’ ratios by the Bank of ` 
England and the accompanying call-for special: deposits, he 
suggests, or rather states, that ‘the banks were able to put ey 
money to work, and therefore lost interest thereby’. As I 


- pointed out in an article in your journal on February 21st of 


this year [‘Bankers’ Contribution to Economic Chaos’], this 
is just not-true. 

The banks did not suffer as they might have been expected 
to do by virtue of the special deposits; they merely. took ad- 
vantage of their monopoly position, and cancelled the whiole 
effect by reducing traditional ratios. Thus are honest attempts 
by the State to combat inflation nipped in the bud SZ the 


` apparent irresponsibility of the bankers. 


Yours faithfully, së 


` Lët Geet M. J. GREENER, B.A., F. c. A. 


Taxation of North Sea Oil 


Sır, — I suppose it is useless for a mere accountant to suggest 
that the philosophy of taxing the North Sea oil operations is 
fundamentally unsound. 

In commencing any new enterprise, the basic and urgent 
requiremént is to persuade people to risk their savings. The 
more hazardous ,the project, the less willing are people .to 
put up the money required..— unless the promised rewards a are 
commensurate with the risks taken. : 

Where the payback- period is a long one, it follows that it is 
essential for financial stability that the original capital should 
remain undisturbed and that any profits generated, at least 
in the early years, should be ploughed back as working capital. 
Therefore it seems reasonable and financially sound to argue 
that so long as the profits generated, no matter how large, remain ` 
at work in the enterprise, no tax whatever should be payable. 

If tax ie tbe paid, then it should be levied on any payments 
made to individuals or other corporations, by way of dividends, 


_interest or shares of profit. . 


After all, the oilmen are not in the North Séa for fun. Nor 
are they there to build up a large organization for the benefit 
of any government: Nor do they wish to waste their talents and 
energy in devising elaborate schemes to avoid penal and damag- 
ing.taxation. They are taking all these incredible risks to get 
rich personally. They can only become rich if and ‘when they 
withdraw money from the enterprise. 


Yours faithfully, 


EE E <D. A. TRIGWELL, F.c.a. 
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Export Do’ s and Don’ ts 


. Need for a Professional Approach - 


we 


NE- THIRD of Britain’ s exports are sonnet fie by 24. ebe T 
to Mr Arthur Day, Director-General of. the Institute of Export; Sr businesses 
` account for half her exports, and -1,738 for Ze per cent. Addressing a recent 
luncheon meeting of the London Chapter of the Institute of Internal Aaditors, Mr 


Day said that, if 10,000 British companies weré supposed to be exporting, a little ` 
extra effort by the other 8,200 SE make a valuable difference 1 to the balance of 


payments. c 

In the ccurse of his address, i said: 
In 1952, 50 per cent of Britain’s trade 
was with the Commonwealth, and only , 
23 per cent was with Europe. Today these 
figures hav2 been transposed. What is 
more, between 1962: and 1972 Britain’s 


percentage of world export trade in. 


manufactured goods dropped from: 16-4 
per cent to 10 per cent. Since 1969 West - 
Germany has been. the leading: exporter 
in manufactured goods, with 20-2 per 
. cent of the world’s total in 1972. 

The old Commonwealth trade was 


conducted in English; backed: by sterling - 


and dealt with in the weights and 
measures that Englishmen were normally 


accustomed to use, and was’ relatively ` 


‘simple. Wken it comes to trade with 
the manufacturing nations, which is far 


more -difficult and involves ‘foreign’ lan- ` 


guages, currencies,. metric systems and 
vastly different national characteristics, 
Britain does not ‘seem able to,cope. 
When Britair. entered the Common 
Market in 1973, British exports to 
Common Market countries increased by 
33 per cent “during that ñrst year; but 
the’ other Common Market countries 
increased their éxports to us by-47 per 
cent. Hen seem to be beating us at our 
own game! The latest figures available ` 
are for the seven months ending July 


1974; these indicate that, during these: 


months, we exported to EEC member 
states some £3,185 ‘million, an -in- 


crease of nearly 44° per cent over he 


corresponding period last year. However, 
we imported from EEC member states 
. Some £4,405 million, an increase over 
last year of 56-5 per cent. 

This is not a very encouraging picture. ° 
It is absolutely essential that we start 
immediately to treat export management 
in the UK as a professional occupation. 


_ Know your world 

The first ‘do’ for the exporter must be to 
know what is going ‘on in the world, 
and be sure yow get your share of it — 
, but not at the expense of your" existing 
trade i in other markets. 


- In South-East: Asia, I encountered 


` 


little complaint about the quality SÉ 


British goods. ‘However, there were 
constant complaints about Briäsh deliver- 
ies; delays of months at a tine are not 
unusual. This is a particularly im- - 
portant point to consider as a ‘do’ in 
exporting: do ensure that your goods are 
_ delivered on time. 

The subject ‘has enormous ramifica- 
, tions. Inthe first place, your agent over- 


` seas- has probably made Den onward’ 


` sales commitments and hé may well have - 
penalty clauses in his delivery contract; 
your delays are not going o improve 
relations with him. Secondly, in times of 
inflation and consequent waze increases 


through threshold agreemen:s and the . 


like, there may well be price increases 
which you will try to pass «n to your 
agent.’ Once again, your agen’ may. have 
sold at a am price geed Se your ` 
‘word: , 


‘Keep: customers informe’: 


‘Do ‘be,’ completely honest with your 
overseas ‘agent or. custome-; if. you 


know full -well that delivery ‘will take 


six: months, don’t promise 1 in three.. 
‘If delays are going to occur through 
‘causes beyond your.control, ‘keep your’ 
customer informed and. doa’t always — 


` based on truth or not. Consequently ` 
strikes are being considered as. amex- 


clusively Baal, disease, and this .is far 


from the truth. 

This leads me straight on D the sub- 
ject.of appointing a foreign agent; do 
think of the qualities you expect in 
such a man or organization, and act 


‘accordingly. It is all too easy to write’ 


..to ‘the British Commercial Counsellor ` 
dr the British High Commissien and ask 


for assistance. I am absolutely certain’ ` 
that such official representatives do all. 


they possibly can to help, but frequently 
this consists of supplying.a ast of the 
major importing agents and distributors 


in the particular trade. In many cases’ variations are requested . for 


these companies are’ dealing with 60 or 


blame strikes. Strikes: appear to be the 
“constant British excuse whetaer this is . 
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70 different products already which gives 


. you less than 2 per-cent of their time. 
‘Do be certain that your ‘appointee `, 
- is not handling a similar product .at a 


: greater percentage; you'll never get-any 
business if this is the case. You can 
appoint agents who are handling comple- 
mentary products; that is to say, if you ` 
are selling. toothpaste’ it will probably 
` be advantageous to use an agent who is 
VE in the market with tooth-brushes. 

Obviously, the appointment of over- | 
seas'agents ‘is.only one of the many 
ways for foreign representation. The 
form of representation depends upon the 
product, the size of the business, your 
‘own company structure and the character- 
‘istics of the market; do.look into this ands 
use the system’ which will bring the best 
return, 


“A comprehensive process 
The Institute of Export tends to regard 
international marketing as beginning on 
he drawing .board, and ‘not finishing: 
‘until the right goods have been delivered 
in the right condition, at the right price, 
.to the right place, at-the right time, an 
after-sales service established, payment 
teceived and a repeat order on the way. 
If. you regard exporting in- this- light, 
‘there are’ numerous ‘do’s: and done 
‘to consider, ` 
‘For instance; do. regard exporting as 
a complex, detailed, specialized ‘business 
worthy of considerable attention and 
effort.: Do not regard it as an overflow 


for the’ company’s products not sold ` 


on the home’ market - the old dustbin 
approach, I fear, of many British com- -` 


` panies. How do you go about this? 


Primarily, it calls for strong board- | 
room representation; it also calls for the ` 
appointment, of trained staff: I have 
. heard of companies’ who staff their export- 
departments with people who have 
` failed in home sales. It is the advanced 
organization indeed which recognizes 
export management as a professional 
occupation — and here is where I plug 
pg commercial, The Institute of Export 
exists to supply a continuous ‘stream of 
potential export executives to industry 
and commerce by arranging the training 
-of such men and women in the truly ` 
' practical- area ~ in export work ` with- 
concurrent iñ-depth. study.. ` > 

, When I say that internationalmarket- 
ing begins on the drawing-board,’ I mean 
that it is at this stage when a great deal can 
be achieved which will be of value in - 
` export products. Do see that the product 
lends ‘itself to international ‘transport. 
‘Do sec that international or specifically 
, national standards have, been: adhered 
.to when necéssary.. Do see that, if 
varying’ 
markets, the simplest possible . changes 
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can be made so- as not to hold up 
production runs. 
As far as international transport is 


~eoncerned, do know the advantages and 


disadvantages of the carriage of goods 


. by air as against the carriage of goods by 


sea. In both cases, study the advantages 
of the unit load. Understand container- 
ization and the problems it brings, as 
well as the undoubted benefits. Today 
the international carriage of goods is a 
remarkably specialized subject and needs 
a specialist if the "most efficient method 
is to be seployed:: 


Correct docunientation vital 


Closely allied to international trans- 
port is the documentation of export 


trading. Do pay special heed to this. It’ 


may sound desperately mundane, but 
one mistake in a document can mean a 
fine in, say, South America; it may be 


the reason for complete rejection of the - 


goods in a letter of credit transaction on a 
falling market; or result in demurrage 
being paid until the correct document is 
available. There are excellent publications 
available to keep you up to,date in export 
documentation requirements; do ` use 
them. 

There are no international legal inter- 
pretations .of the terms used in inter- 
national trade — c.i.f., Lob, and the 
rest, There are accepted understandings 
of the terms in various countries and by 
individual ports. However, if you want 
to be absolutely certain that you and your 
customer both know- for which parts of 
the contract you will be individually 
responsible, use Incoterms 1954; a new 


‘edition has been published this year. 


This is an excellent booklet by the 
International Chamber of Commerce, 
which defines the terms by listing what 
the buyer and seller each must do. It 
is surely much better to use something 
like this than to lose a lucrative contract 
by arguing as to who must pay for 
something as inexpensive as a Customs 
entry. 


Where pricing is concerned, do have a’ 
policy; ‘cost plus’ isn’t good enough. Do. 


` 


have a ‘knowledge ‘of the elasticity, of ` 


demand for your product in your 
principal markets. 

I really must emphasize that in ‘the 
first place it is always wise to concentrate 


upon a few markets only. The United. 


Kingdom publishes statistics for 184 
separate markets, but 104 of these markets 
represent only 4 per cent of our entire 
export trade. These figures speak for 
themselves. I suggest that you should 
have a close knowledge of ‘your most 


important markets covering elasticity ` 


and competition and pay these a great 
deal of attention. Work intimately 


with your representative and take his 
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advice on sales at varying price” levels. 

Adjust pricing policy to (he markets; 
long order books may mean you are 
severely underpricing yourselves. And 
do know and use the forward currency 
market. - 

Getting the money is, of course, . all 
important; Jt is’ what business is all 
about. Do be very sure of your customer 
if you are selling on open, account; do 
adhere strictly- to the terms of any letter 
of credit; and, if you do not agree with 
the terms of any letter of credit, sort 
them out in good time. And, once again, 
do get all the documents right. - 


It’s a short distance only from finance" 


to insurance. Do know what risks you 
should cover and cover.them; do know 
that a risk is a risk and not a 
certainty; do know when your cover 
starts and terminates. And whenever 
you sell on a c. and f. basis, which 


‘appears to indicate that you have no 


insurance to bother about, do cover 
ex-works to ship, and take out con- 
tingency insurance in the event that the 
goods are not eventually taken up. 

As far as credit insurance is concerned, 
this principally covers political risks and 
risks of- insolvency of the overséas 
buyer. Do find out what thé Export 
Credits ‘Guarantee Department has to 
offer, and take advantage of their cover. 
There are varying regulations according 
to length of credit, and it is possible in 
certain circumstances to get special-rate 
finance. Credit insurance is worth a great 
deal of study. 

As far as international trade law is 
concerned, the golden rule is to know 
enough about this in order ro keep away 
from it. You should know something 
about the law of contract and its ex- 
tension into international trade; such as- 
pects as jurisdiction and arbitration; 
force majeure ;, foreign legal and Customs 
requirements regarding agency agree- 
ments, packing, labelling, patents, trade- 
marks and royalties. A knowledge of 


competition and monopoly trading within _ 


the Treaty, of Rome .— the famous 
‘sections Be. and 86 — is a good example. 


Accountants and exporters 


When the Institute of Export consulted ` 


with industry two or three years ago 
regarding a new syllabus of study, one 
of the most important areas discovered 
in which there appeared to be a gap‘in 
communication was between the ac- 
counts department and the export de- 
partment. It was firmly considered that 
as the accounts department was the 


quickest way to the boardroom; only the’ _ 
board could have access: to financial.. 


information. This policy is disastrous. 
The export manager has ‘to have a 
great deal of information at his disposal 
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and much of this must come ` from 


accounts. 


‘He must have a PRE of the 
firm’s pricing policy and must be in a 
position to pursue it; consequently, he 
must know about fixed and variable 
costs and profit areas. He must be 
helped in connection with the factors 
which determine prices which buyers 
are prepared to pay. He must be in a 
position to know if he can sell the 
same product at different prices in 
different markets. He must be aware of 
relations between the company and those 
wholesalers who: may themselves be 
secretly exporting and giving better 
discounts to the overseas markets.” This 
sort of thing has happened many. times 
before. 

There are various ways in. which a 
company can attain répresentation over- 
seas; several of these methods require 
the export manager to be able to read a 
balance sheet, and to understand the - 


various business ratios of company 
performance. There is much to 
be said for an excellent communication 
between the accounts and export - 
departments. 
Languages 


On languages I would say this: they 
are not as important as many people 
make out. All exporting staff visiting 
overseas markets should, of course, be. 
able to speak the ordinary day-to-day, 
language of their customers. But the 
important thing to remember is that 
when contracts, specifications or ad- 
vertising copy are involved, it is the native 
or a true specialist who must be ' 
consulted. 

Looking back over the past two weeks 
when — rather like an American tourist — 
I have encircled the globe, EE I 
should emphasize the following: 


(1) Whenever going on an overseas 
visit do make sure that you are 
not expecting to do business during ` 
a national holiday. 


_ (2) Do let the British Commercial 
Diplomatic Officer in the country 
concerned know in very good time 
that you are going, and in es- 
pecially good time if you need his 
help in meeting prospective agents 
‘or customers. 


(3) Do treat this whole business of 
export as a scientific, living subject — 
scientific, because this is the practical 
world of the international aspects of 

_ both macro- and micro-economics; 
living, because conditions, regula- 
tions and governmental require- 
ments change from day to day. 
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Recognize ACASS — S 


HE Institute of Chartered Account-_ 
ants in’ England and Wales is: now - 
preparec to. consider-profosals for. the ` 
formal racognition of ACASS. This was 
indicatec by Mr Kenneth Sharp, T.D., 
M.A., F.C.A., President of the. Institute, 
speaking at the annual dinner of London 
- _ CASS last Monday, when he said: 
` ‘It is, I believe, true to say that over 
the. last few years there has been-a con- 
tinual improvement in relations between . 
the Institute and the’ representative 
i student bodiés. I believe that the time is 
„ how ripe when, if the students so wish it, 
serious, consideration. should be given: 
in the. Stiderts’ Liaison Committee to... 
proposals for the official recognition of 
- ACASS as tie, body thrcugh which- 
students’ representations should normally 
be channelled at national level. , 

“It does, however, seem to me that stich ` 
official recognition must carry -with it 
the requiremert;that ‘the constitution of 
ACASS would be subject to epproval by 

f me Council of the Institute.’ 


‘Government Must Decide’ 
UCS. „Liquidator at Bristol 3 CM 


HE Government must take a con- 


‘stitution! “cecision on’ where it 
‘stands regarding shareholders and credi- 
tors ‘of. companies’ which ig ‘nationalizes, 


declared Mr Robert Smith, M.A." CA, 


- , liquidator of the Upper Clide. Shipyard, 
at the annual: dinner of: the. Bristol: and 
‘District Chartered ‘Accountants Students’ - 
Society, held last Thursday. 


He said that although he had not. 


been invited to telk about Upper. Clyde - 
Shipbuilders, “anc ‘indeed it “might be 
regarded as a ‘breach ‘of hospitality to 
develop. too serious a theme, it might ` 
equally; be discourteous if he did. not 
_ make some reference to the Bear: Hon. 
i E for pee South East E 


Se Benn ` the Frotéctor ee, Gee 


-Mr Smithy who was replying to the 
“toast of the guests proposed by Mr A. D. 
Chessells, a.c.a., the Sociéty’s President, 


SC 


ancy- students. 


Though he did not belie 7e that Gë j 
of any great moment-in the constitution — ` 
“as at present drafted — would be re- - 


quired, it “was ar matter ‘which the 


_ Students’ Liaison Corninittee could diš- . 
„cuss over the ‘coming months. Then, 
added -Mr-Sharp, they woald be able to ` 
submit proposals to: the Ccuncil through 


the relévant committees. . 


: The President said Chat? in the educa- 


„tion and training field -th: Council jis, 


and has béen for many veer, “dedicated 


_-to the continual raising of staidards’ in- 


terms of basic’ educational background, 


the educational and training. require-- 
ments of the Institute, and zhe level and. 


character of the. examinatioas: 


“These are “matters which T know are 
_ dear to the hearts of the members of all’ 
_ the organizations representing account- i 
We . are -taerefóre` all . 


reformists. We are. firm in our resolve 
continually to improve eut 
_ »standards.’ 





said he did not want. to, Ge Gert as 
‘part of a music hall duo’ known as Butt 


and Benn. It was, he said, by a quirk of . 
- constitutional circumstances that Mr. 


Benn found himself, when Minister of 
Technology between 1966 and 1970, the 
„principal financial support, of the con- 


‘sortium” of five shipyards’ which came ` 


together i in 1968. 


. Government responsibility 
In i971 Mr Benn was the Ov>osition’s. 
principal critic: of the- -Conservative--ad- 
ministration’s ‘decision not, to Zeen the 


company alive, as well as being the most ` 


` influential public. supporter of De much 
"publicized but mythical ‘work-m’. 

. He added that, now; as’ Secretary of 
` State for Industry, Mr ‘Benn had a duty 


- to reply to any formal submission -that 
the Government ‘had a moral aad legal ` 


-duty to meet the légitimate clairs of the 


company’s, creditors to the extcsit that ; 


A 


overall 


the 
“8pite of changes in the complexion and 

= personnel- of the’ administration, 
` „tinued to ‘répresent the consensus of the 


` 
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“they eg not Pie met E available 
funds. 


` Mr Smith said he’was not conceited’ 
enough to imagine that his audience, in 


their outpost ‘of the British Empire: 


defending England against the Western 
Celtic fringe, were as familiar swith the 
UCS saga as he was. >: 
` But, he said, it’ needed only a little 
knowledge to follow "bis argument re- 
garding Government responsibility, which 
might be increasingly relevant to the 
students’ professional and business lives; 
` If Mr Benn and some of his colleagues 
both within and outside the administre- 
‘tion had adopted ás their theme fér 


- Government . control - of industry the 


lines from ‘Land: of ‘Hope and Glory’ 


„which run ‘Wider still and wider, shall 
Hr bounds be set’, ‘then the Government 
` ‘must take a constitutional decision about 


where it'stood vis-a-vis other shareholders 


. and creditors. in companies, where it took 
or, acquired a shareholding interest, and 


in companies where even without: any 


. Shareholding the direct’ effect of Govern- 
-ment involvement in the running of the 
` business was such ‘as to’ constitute a 


f ‘material interest’, said Mr Smith... 


Sticking to the rules l 
It was in his, view, he said, See 


‘that in an age of commercial sophistica- 
‘tion when phrases like public account- 


ability tripped; off the, tongue, ° ‘the 


_Government should’ not make it clear 


when it came into the market place to do 


‘ business, what its code of conduct was 
. . going to’ be. The matter, he declared, 
`" was not political but rather constitutional. 


- Mr Smith still held to the netion that 
Government, throughout: and’ in 


con~ 


nation’s common : purpose which. alone 
provided,thė fabric of society. on: which 


‘the country’s- design for living could be 


woven: 
After ‘all; hie said, the rules of a club 


‘or society depended i in the first place on 
. the basic 
` involved to have a-corporate identity at 


agreement among those 
all, and then only secondly was there 
agreement to frame arid to live within the 
rules either--accepted or approved to 


regulate the. conduct, of that society. 


Substantial rewards | 
Mr Stanley. Middleton, F.c.a., a mebi 


„of the Council of the Institute; pro- 


posing the toast of. the Society, said that 
the future ofthe profession had never 
been. better. If, ds chartered accountants, 


` they. were any good they would earh 


rewards far beyond the dreams oh any 
previous generation, = « 
He advised them te make the most! ‘of 
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this situatich and to remember that if 


they were going to take something out 
they should have to put something ‘back. 
- Mr Middleton added that it must be 
remembered that money was not every- 
thing, although it was not, he confessed, 


far off | Training, too, was very important, ` 


and it was to everybody’s advantage that 
training should be improved. 

With the advent of Monty Python’s 
Flying Circus and Private Eye, a number 
of untruths about the profession had 
arisen, he said. For instance it was not 
true that by becoming a chartered ac- 
countant one joined the ranks of the 


living dead. Nor was it true that an. 


auditor was a kind of hearing aid, nor 
that you could spend a fortnight with an 
accountant in an afternoon. 


But, said Mr „Middleton, it was 
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E ER fot accountants to reassure ` 
the layman that what the layman saw on a 
piece of paper could be trusted. : 

Mr Andy Pott, Secretary of ACASS, 
speaking .in place of Mr John Pope, the’ 
Society Secretary, who was indisposed, 
said that although a minimum salary: 
agreement had been made with. the senior 
society, there was still one articled clerk 
in the Bristol area earning only £500 a 


. year, which was less than he would 


receive if he was on social security. He 
added that salaries were linked with . 
training. If training was improved, 
salaries across the country would auto- 


- matically rise. 


He made a plea for greater participa- 
tion by students in the Society, and said 
it was illogical to work in the profession 
EES ieshowing any interest in it.. 


Students Rapped 


Over Apathy 


Nottingham Society’ S Dinner 


‘N attack on student apathy came from 

Tom Morton, B.A., Secretary of the 
Nottingham Chartered ` Accountant 
Students’ Society, at the Society’s annual 
dinner on Tuesday of last week. It was 
becoming far too customary, he said, for 
students to sit back and wait for ACASS 


to tackle principals over low salary levels: 
The Society’s committee, he said, bad ` 


prepared a ‘student: budget sheet’ which 
put “the case strongly to employers that 
the . minimum salary sufficient for a 
student without outside financial support 
had to be £1,200. But not one student 
had asked for a copy of the budget sheet 
to present to his principal! 

Tom Morton went on to say: ‘It is not 


enough to wait for ACASS to provide.’ 


Remember that the Institute, and the 
district society, have -very little power, 
as opposed to influence,-over their mem- 
hers in practical terms.. The only way of 
ehieving results is on an individual 
basis. Most principals are not going to 
‘pay more without being asked — but if the 
request is backed by solid information, 


‘they can become surprisingly reasonable. `. 


Remember that silence'is always taken as 
satisfaction with the status quo!’ 

He also attacked members regarding 
their poor response over thé autumn 
Junch lectures. An average of only ten 


students attended each of the 12 lectures. 


which had been held. And he questioned 
whether apathy was responsible for the 
solitary complaint that had been received 


by the Conciliation Committee in, two’ 


years. 


ra 


Seege to the Solomons report on the 
future of the profession, he applauded 
the recommendation of God -years’ full- 
time training at_ university or technical 
College, followed by two or three years’ 
work ina practice, but with voluntary 
articles... 

. “This establishment of a free market’, 
he said, ‘would lead to higher salaries. 
But it will not. be implemented for a few 
years yet — and meanwhile, we are-stuck 
with the present. system, which is 


` becoming more and more unsuited to both 


principal and student.’ 


‘Support the venture 


Tom Morton, who- was proposing the 
toast -of the guests, declared that Not- 
tingham was one of the first: areas to 
introduce a block-release polytechnic 
course. He appealed to all firms to support 
this venture which, he felt, bad con- 
siderable advantages over the old resi- 
dential ‘cram course’. It was local, fully 
integrated — with blocks of study inter- 


` spersed with office work — it was cheap — 


£48 instead of £350 ~ and, perhaps most 
important, it helped students from smaller 
firms to get good tuition without paying 
through the nose! : 

Replying to the toast of the Institute 
and the Society, Mr D H Slade, F.c.a., 
a member of the District Societies Com 
mittee of the Institute, said auditing had 
become far more scientific and far more 
interesting. There was now a closer 
look at internal control, with pertinent 
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questions on clients’ systems and or- 
ganization. = 

“Because of the strides forward in our 
professional approach to this particular 
subject’, said Mr Slade, ‘the public have 
come to realize that they are dealing with 
a dynamic association of professional 
individuals, Although I believe that a 
student should be given a salary which 
enables him to live independently of his 
parents, a salary should not be the be-all 
and end-all of our existence. Money is 
important, but our professional i image, and 
standards are far more important.’ 

Mr Slade pointed out that half the 
Institute’s members were under 35, 


and their participation in Institute. affairs 


was important. He urged more students 
to take part in local activities ‘for when 


_all is said and done, .our students and 


younger ‘members’ groups are the life. 
blood of the Institute.’ 

` This was the age of estate change 
in legislation — and it.was important for 
students to realize that they were not only 
training for their ‘exdminations, but 
should always keep abreast .of new 
developments for the good of the pro- 
fession and its image. 


D 


Need for management services | 


Mr A. W. Fear, manager of a Nottingham 
district branch’ of National Westminster 
Bank, proposed the toast to-the Institute. 
He said that in_these times of rapid 
iriflation, high interest rates, squeezed 
margins, and legislation- which seemed 
deliberately damaging to the interests of 


. the self-employed, the smaller businesses 


needed the advice. and expertise of their 
accountants and bank ` managers more 
than ever. f 

He was delighted hey a customer sug- 
gested that a review of his account, a 
request’ for. increased facilities, or .a 
proposal for the expansion or contraction 
of his- business, should be the occasion 
for a three-way discussion between 
customer, accountant and bank manager. 

Mr Fear added: ‘I am only sorry that 
more commercial customers are not 
already taking advantage of the manage- 
ment service which more and more ac- 
‘countancy practices are able to offer. The 
need for interim figures has, to my mind, 
never been greater — and T should like 
to feel that the accountancy and banking 
professions will together provide ‘the 
guidance, expertise and support necessary 
for our mutual clients to surmount the 
difficulties that beset them? 


Coveted prize: 
The Howitt "Prize, presented annually 


to the student considered to have done 
most during the year for the Society, 


not so much for scholastic achievement, 


H 
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but rather service to fellow students’, was 
presented by Mr A. W. Howitt, M.A., F.C.A., 
F.C.M.A., J-D-P.M.A., to Nigel Crockford, 
the Society’s immediate past secretary. 
The Singlecon Carter Cup for local 
five-a-side football champions. went to 
Singleton Carter and Co. ` 
Mr G. Reid Herrick, chairman and 
managing director of John Beales As- 
sociated Companies Ltd (Nottingham), 
replied to the toast of the guests. The 
dinner was presided over by the Society’s 
President, Mr I. G. Shaw, A.C.A. 


` EXAM PAPERS SEEN... 


AT one of zhe 22 examination halls in 
which Part II of the Final examination 
of The-ICA in England and Wales was 
being sat at the end of November, the 
paper due zo ke taken on the Friday 
morning was put out for the afternoon 
session on the Thursday. This error, 
which arose from a breach cf the In- 
stitute’s prccedurés at the examination 
hall, was very quickly reported by a 
candidate; "he papers concerned were 
all collected and be correct ones given out 
within five minutes. 

The Institute states: that it has noted 
with regret ‘the exaggerated statement 
made to the national press about the 
period of time during which candidates 
had access to the wrong paper’ — fifteen 
minutes. The Examination Committeé 
say they wll ensure that no candidate 
will be ‘at a disadvantage as a result of 
this unfortunate error’. 


... AND MISSING 


` Ir seems that troubles over exam papers 
do not come singly. A setback in the 
careers of seme 200 Hong Kong students 
of the ICMA is likely through the theft 
at Heathrow last week of.a package con- 
taining completed exam papers which 
had been sent to the UK for adjudication. 
If they are rot recovered, the Hong Kong 
students are likely to have to re-sit the 
exams in May. 

It appears that the consignment was 
mistaken by thieves for knicwear — a 
number of parcels of which, worth 
£15,000, were taken at the same time. In 
an appeal on the television programme 
‘Police 5’ last Friday night the thieves 
were asked to ‘dump’ the papers for the 
police to collect. 


LETTER TO ROUNDABOUT 


Education or Examination? 


Str, — There are a number of points raised 
in Mr Laurences interesting letter 
(Roundabout, November 28ch) on my 
paper ‘Education or examination?’ which 
IT feel I must reply to. 

Mr Laurence dismisses my claim that 
traditional examinations do not reflect 
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real-life situations with the assertion that 
‘we have known this for many yzars’! This 
is hardly a refutation of my criticism, more 
an indictment of those who have been 
responsible for examinations and have 
failed to correct what Mr Laurence 
asserts to be such a self-eviden- fault. 

Mr Laurence proceeds to contradict 
himself by stating that the stress of the 
traditional examination dees, ir Fact, reflect 
the stresses of real life. 

I suggest that there are diffrent types 
of stress and one’s ability to cove with the 


_ Stresses of real life might be tested much 


more effectively by, say, a system of 
continuous assessment where a student 
would have to report by a given time and 
by using all the relevant refererce material 
available. 

I accept that a competent professional 
must carry within his head a g-eat deal of 
basic information, but I do not accept 
that this includes the ability to repeat, 
parrot-fashion, the Companies Acts in a 
three-hour time test. Far more important 
in terms of basic knowledge is the ability 
to use reference material correctly. 

Mr Laurence claims that unr a system 
of continuous assessment there would be a 
tendency for teachers, guided by self.' 
interest, to mark students too leniently. He 
omits to mention that self-interest could 
just as easily operate in the oprosite direc- 
tion in the case of teachers wanting to 
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demonstrate the high stand&rds applied 
on their course. 

; The answer is surely that, first, teachers, 
just as much as accountants, have profes- 
sional ethics, and secondly, that any system 
of continuous assessment worth its salt 
would be tested by external examiners. 

I accept the suggestion that multiple- 
choice questions should be carefully con- 
structed and validated before use; would 
that this were the case with the current 
examinations, I accept, too, that essay-type 
questions are useful in testing a candidate’s 
literacy. But the sort of ten- or fifteen- 
minute written question currently set in 
Institute examinations hardly qualifies as 


an essay question. í 


would stress, in conclusiòn, that 
ACASS does not advocate the exclusive 
use of any one system of assessment; 
the ideal system would probably incor- 
porate a number of types of assessment. 
Mr Laurence states that ‘it is the quality of 
examination standards, together with 


` restricted entry, that has given the profes- 


sions their elevated status’, 

ACASS believes that the excellence of 
restrictions on entry has played a far more 
important role than excellence of educa- 


‘tional standards in this, and would like’ 


to see this situation reversed. 
Yours faithfully, 
PAUL A. HENDRICK, 
PRESIDENT, ACASS. 





| Observer's Columr. | 


l Exam Verbosity 


THE LADS and girls have just been 
‘suffering’ the trials of the Institute’s 
Final examinations, an experince which 


even the most hardened ‘szason ticket ` 


holders’ do not particularly rdish. 

Over the years the examinations have 
themselves become both tec:mically and 
psychologically more demancmg, and the 
very concept of admitting candidates to 
membership in this traditional way is 
itself being called into questim. ACASS, 
as announced in ‘Roundabout’ of Septem- 
ber rath, have set up an examinations 
review committee whose first report is 
eagerly anticipated, especially since the 
latest report of the examiners themselves 
has recently been published. 


Browsing through their comments on . 


the November 1973 examination a num- 
ber of highlights emerge wnich future 


` examinees would do well tc heed; but 


in certain instances one might be forgiven 
for feeling that the examiners could 
benefit from their own edvice. For 
example, in their irtrodzction they 
mention, inter alia, that ‘ques ions should 
be taken at their face value: every effort 
is made to avoid ambiguities, and trick 
questions are never set’, And further: 


‘Examiners do not like excessive verbosity 
from candidates: marks are awarded 
for the quality and not for the quantity 
of work submitted.’ 

After noting this information ap- 
preciatively, it is interesting to turn to the 
Final Part II auditing paper, whose 
expression seemed to fall lamentably , 
short of the examiners’ own stated 
linguistic requirements. For example, 
in question five, it states that examination 
of the accounts of the company concerned 
reveals certain features, including the 
fact that’ “Debtors include the amount 
of an outstanding loan in respect of an 
advance made during the year to a newly- 
appointed director for house purchase’. 

It is obvious that the loan is ‘outstand- 
ing’ otherwise it would not be in the 
balance sheet! In fact the sentence could 
hardly have been contrived more tort- 
uously if one tried. Its 25 words could be 
reduced to 16 thus: ‘Debtors include a 


Joan made during the year to a newly- 


appointed director for house purchase - 
Nothing is lost by this excision of nin 
entirely superfluous words in a shor.: 
sentence, and much is gained in in- 
telligibility | 


Che Ae 
ee 


De att 


December 12th, 1974 x 


Notes 


and 
Notices 





PROFESSIONAL NOTICES 


BLanp, FæLpen & Co, Chartered 
Accounts, of Colchester, announce that as 
from December ist, 1974, Mr G. S. 
Dicsy and Mr C. S. Rosins retire as 
partners, but continue as consultants 
with the firm. Also on December Ist, 
1974, Mr M. D. E. FOSTER, F.C.A., will be 
joining the firm as a partner. 


Coops & Co, Certified Accountants, 
of Kempston, Bedford, announce that 
with effect from November Ist, 1974, 
Mr T. B. CLIFTON, A.c.c.A., and Mr 
A. E. H. Harkem, F.C.C.A., were taken 
into partnership. The name of the firm 
remains unchanged. 


Henry R. Davis & Co, Chartered 
Accountants, of Chester, Shotton and 
Holywell, announce that Mr ANtHony H. 
TRAVERS, A.C.A., and Mr Matcoim R. 
MELLOR, A.C.A., both of whom have 
been with the firm for some years, were 
admitted into partnership on December 
Ist, 1974. 

Mr B. L. Earty and Mr S. A. 
SoLoMON wish it to be known that 
neither they nor their firm, Keyes 
PouLTeR Partners & Co, Chartered Ac- 
countants, have any connection or asso- 
ciation with Mr RAYMOND SENTANCE. 


Prat, Marwick, Mircuet, & Co 
announce that Mr R. W. WHEWELL has 
transferred from their London office and 
has been appointed a partner in the Paris 
office of the Continental European Firm. 


APPOINTMENTS 


Mr Michael Aidin, B.A., F.C.A., has 
joined The Thomson Organization in 
the new post of group taxation manager. 
Mr Jeremy R. Knight, A.C.A., has been 
appointed financial controller of the 
Redman Heenan International Group. 
Mr Edgar J. Morgan, F.c.1.s., has been 
appointed managing director of the 
Powell Duffryn Group’s Vaynor Quarries, 
of Merthyr Tydfil, with effect from 
January 1st, when the present managing 
irector, Mr Ralph Foord, F.S.C.A., 
etires after 20 years’ service with the 
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company. Mr Foord will, however, remain 
on the board in a non-executive capacity. 

Mr J. J. H. Harrison, M.A., F.c.A., has 
been appointed finance director of Char- 
con, the Derby-based constructién in- 


dustry subsidiary of the Charterhouse 
Group. 








Mr J. J. H. Harrison Mr G. Smith 


Mr Gareth Smith, A.C.A., has joined 
Lowndes-Ajax, the computer services 
division of Hill Samuel, as finance 
director. 


ICA READMISSIONS 


The Institute of Chartered Accountants 
in England and Wales has announced 
the following readmissions to member- 
ship under Bye-law 34: 
Gerald Alan Chapman, A.C.A., Purley, 
Surrey. 
Oliver Frederick Clarke, B.sc.(ECON.), 
A.C.A., Jamaica, W.I. 
Edmund Giles Compton-James, F.C.A., 
Cape Province, South Africa. 
Gavin Cowen, A.C.A., London SW5 9RX. 
John Robert Fletcher, F.C.A., Algarve, 
Portugal. 





CIPFA Accounting Panel Essay Competition. Mr F. S. Grindrod, O.B.E., F.C.A., 
D.P.A., President of the Chartered Institute of Public Finance and Accountancy, 
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Farid Mahmood Hasan, a ca. Hilling- 
don, Middlesex. 

Percy Lomax, F.c.A., Plymouth, Devon. 

Patrick Kevin McDonnell, B.A.(ECON.), 
A.c.A., Dublin, Eire. 

Kevin Patrick McGrath, B.SC., A.C.A., 
Jakarta, Indonesia. 

Sarfraz Ahmad Malik, a.c.a., Lahore, 


Pakistan. 

Karimuddin Muhammad, A.C.A., 
Karachi, Pakistan. 

Brian O’Doherty, A.C.A., Randburg, 
South Africa. 

Tariq Kamal Osmany, B.SC.(ECON.), 


A.c.A., Islamabad, Pakistan. 


Robert Edward Schofield, A.C.A., 
Quebec, Canada. 

William Wilson, F.c.A., Hornchurch, 
Essex. 


DOUBLE TAXATION 
United Kingdom — Sudan 
Talks have been held in London about 
a Double Taxation Convention between 
the United Kingdom and the Demo- 

cratic Republic of the Sudan. 
Agreement was reached at official 

level on a text to be submitted to the 

respective governments for approval. 


BRITISH AIRWAYS 
MANAGEMENT CHANGES 





Mr Derek Glover, C.B.E., F.C.A., one of the 


first members of the British Airways 
Board when he was appointed in January 
1972, is to give up his Board appoint- 
ment at the end of the month. He will 
also relinquish his post as group financial 
director and will be appointed special 
duties director. As such, he will continue 
as chairman of the Airways Pension 





LPEA-, 
recently 


presented the first prize of £75 in the CIPFA Accounting Panel Essay Competition to Mr Ci 
Holtham for an essay on ‘Accounting Information in Local Government’? Mr Holtham is a 
CIPFA student in the finance department at Bradford. ` 


A special award of £25 was made to Mr JEH: 


ment for an essay on ‘A new approach — fund accounts and value accounts’. 
In the piccure, Mr Grindrod, centre, is shown with Mr Whiteoak, /eft, and Mr Holtham. 


Whiteoak of Solihull MDC finance depart: - 


Scheme and of International Aeradio Ltd. 

Mr Cyril Herring, B.sc.(ECON.), J.DIP. 
M.A., F.C.M.A., will be appointed to the 
post of finance director from January Ist, 
1975. Mr Herring is currently chief 





Mr D. H. Glover Mr C. A. Herring 
executive of the Regional Division and is 
| a former financial director of BEA. He is 
also the immediate past President of The 
Institute of Cost and Management Ac- 
_ countants. 
_ Mr C. Roger Moss, B.A., A.C.A., for- 
merly of Trafalgar House Investments, 
‘who has held a number of senior ac- 
-countancy posts in the United Kingdom, 
[is to be appointed to the new post of 
| deputy finance director. 
KC? _ UEC LEXICON 
‘The second edition of UEC’s dictionary 
of accountancy terms has now been 
published. The 1,160-page Lexicon con- 
tains definitions of some 1,400 terms 
lin eight European languages. 
| The Lexicon not only gives the ap- 
‘propriate translation of each term in all 
the different languages, but also seeks 
to remove the danger of misunderstand- 
‘ings by defining in each language what 
precisely is meant by the term in question. 
‘It should be invaluable to accountants 
and to firms with international interests. 
The Lextcon is published by IdW- 
Verlag of Diisseldorf, and copies, price 
£27°75 (post free), are available from the 
UKsole distributors Gee & Co (Publishers) 
Ltd, 151 Strand, London WC2R il. 


INLAND REVENUE 
PUBLICATION 
The Board of Inland Revenue have issued 
a revised edition of Leaflet IR2, Paying 
tax for the first time, which is obtainable 
free of charge from the offices of HM 
Inspectors of Taxes. 
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CORPORATION TAX 


Relief for Increases 
in Stock Values 


The „Inland Revenue has amended its 
earlier notice issued on November 12th, 
immediately following the Chancellor’s 
Budget Speech (The Accountaat, Novem- 
ber 21st). Duties of Customs and Excise 
included in the value of stock will not 
now be excluded from the values used for 
calculating the proposed relief. 

Some inquiries have been made about 
the treatment of VAT. This, according to 
the Inland Revenue, is not ‘a duty of 
Customs and Excise’ and is therefore 
not affected by either the original pro- 
posal or its cancellation. Since the valua- 
tion of stock to be adopted in determining 
the relief is that accepted for taxation 
purposes, subject only to specific varia- 
tions, the treatment of VAT will follow 
general principles. 

Normally the company will keep a VAT 
account as recommended in the HM 
Customs and Excise Notice No. 700. 
Where the company’s output is wholly 
taxable for VAT at the standard rate, 
or is zero-rated, the whole of the deduct- 
ible input tax — which will include all 
VAT relating to purchases of materials 
or goods — will be carried to the VAT 
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Liverpool Society's Tax Course. Mr K. R. Tingley, F.C.C.A. FT| 
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account. The cost of pur@hases in the 


trading account and consequently in 
valuing the stock in trade is therefore 
exclusive of any VAT. 

Where all or part of the output of a 
business is exempt but supplies of goods 
or materials have borne tax, the amount 
of input tax relating to the exempt 
supplies will not be deductible and will 
not therefore be transferred to the VAT 
account. The cost of purchases in these 
circumstances will appear in the trading 
account and consequently in the valua- 
tion of any stocks on hand inclusive of 
that non-deductible VAT. 


UPWARD TREND OF 
BANKRUPTCY ORDERS 


Receiving and administration orders in 
bankruptcy made during the third quarter 
of 1974 totalled 1,355 — an increase of 500 
over the corresponding period of 1973. 
The cumulative figure of such orders for 
12 months to September 3oth, 1974, was 
5,013, in addition to 96 deeds of arrange- 
ment. 

These compare with cumulative totals 
of 4,511 and ot respectively for the 12 
months to June 30th — thus continuing a 
trend remarked upon in The Accountant 
of November 7th. 


Sa 





JL. addressed 150 members 


of the Liverpool Society of Chartered Accountants on current taxation, including the autumn 
Budget proposals, at a course held recently in Chester. The joint chairmen were Mr K. A. Allan, 
F.C. A., the Society's President, and Mr K. H. Payne, F.C.A., chairman of the Chester and North 
Wales Branch. Pictured, Jet to right, Mr Allan, Mr Tingley and Mr Payne, 
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DEVELOPMENTS TAX 


by PHILIP LAWTON, M.A., LL.M. TERR l 


and DAVID GOY, LL.M. 


with accountancy examples K 
by NICK KELSEY, a CA. A.T.LI. 


The Development Gains Tax, introduced by the 
1974 Finance Act, urgently calls for expert 
guidance, applying as it does in a field where the 
complicated structure of business and: financial 
arrangements is necessarily matched by complex 
legislation. In this new book .two eminent 


` practitioners provide a lucid and comprehensive 
account of the tax and an explanation and inter- | 


pretation of the way it operates. 

The new tax is considered in the-context of 
existing tax legislation, and areas of difficulty 
are identified and explained in a clear and 
concise way. Particular attention is paid to the 
application of the tax to development schemes in 


practice, with the inclusion of many worked | 


examples by an accountant.. 


1974 a l ` ` £3-20 net. 


REVENUE LAW 


comprising . 
Income Tax; Capital Gains Tax; Corporation 
Tax; Estate Duty; stamp Duties; Tax and 
Estate Planning _ 

by BARRY PINSON, Q. c, “LL. B. . 

and including a section on Value Added Tax 
by JOHN GARDINER, M.A., LL.B. 


EIGHTH EDITION 


Pinson covers the whole of revenue law in a 


single volume. This edition is devoted to the law 
as it applies in and from the year 1974-75 and it 
incorporates the changes in the law made by the 
Finance Act 1974.and by. the judicial decisions 
since the seventh edition was prepared, including 
several decisions of VAT tribunals which have 
clarified the provisions of the 1972 Finance Act. 


1974 ` Bound: £10 net . 


Paperback: £6-50 net 


Sweet & Maxwell 


Mail orders to: 
North Way, Andover, Hants SP10 5BE 


Bookshop: 
116 Chancery Lane, London WC2A 1PP 
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1 Financial | 
| valuati IONS | 


We have nearly 120 years of world 
wide industrial and commercial 
valuation experience behind us. 

_ We have qualified partners and 
staff able to give professional advice. 
And we are an integrated 
organisation with a comprehensive 
range of services. 
These include: 
Independent valuations of land, 
buildings; plant and machinery, 
for balance sheet, flotation, 
merger iinancing, statutory ` 
and taxation purposes.. 


GG Edward Rushton 


a Son& Kenyon E 


. Kings Cour, Exchange Street, Manchester M2 3AX. Tel: 061-834 1814, 
2, Dunca, Terrace, City Road, London N1 8BZ. Tel: 01-278 6951. 
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for every purpose 
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